OCTOBER, 1959 
VOL. II, NO. 6 


Problems of Economics 
BOMPOCH OSKOHOMUKH 


English Translation of the U.S.S.R. Monthly Journal VOPROSY EKONOMIKI 


IN THIS ISSUE 


Technical Progress in the Period of the All-Out Upbuilding of Communism 
Some Problems in Stimulating Production and Introducing New Technique 
Decisive Conditions for the Fulfillment of the Seven-Year Plan 
Raising the Workers’ Material Self:Interest in the Introduction of New Technique 
Biecttication of Agriculture During the/Seven-Year Plan 
Large Sources for Economies in Construction of Cities 
4 On the System of Trainigk Highly Qualified Economists 
On the Transition to Socialism by Economically Undericvelopad Countries 


= “State Property Belpauing to the Pooks People and Its Reformist’ and 
Revisionist Critics , 


. 2 Specific Problems in Amortization of Fixed Capital in Various Branches 
of the National Economy ao 2 } | ; 


New Draft Standards for Amortization Deductions in Ferrous Metallurgy” 


BES, Problems of Distribution of the Food Industry of the USSR 
Rae ~ 2 A Book by American Economists on the “Input-Output Method” { ne 
ma = - ; = = ef y : = : 4 Y ~ 
ee =, , 
: east re 3 = | - \ 
fe agate Seen 4 


food Jouraal of the US. S. R. - Aeademy of Sciences, Institute of Beonomics: 


| ae Pactiton AND PUBLISHER « . 


| PINTERNATIONAL ARTS: AND SCIENCES PRESS 


ee Jaa west 4nd STREET» NEW YORK 36, N ti 


ey A RE i eB Fee a, ” 
0 Read ait ew 9 oF te Car oe : wf a erp, Uae, Sa ane é 
ee Das tthe Soni ae eR saa hs ip een yy eb ee Fi rfl < . fee a shy 
. om ad Vy 1 Co . 4 ti ) = : 
Fink pee] Niet Shey i fe X 3 y 


i 
oN 


ah. Oe 


OG Fae eae 


Problems of Economics 


TABLE OF CONTENTS 


ol. Ii, No. 6 October, 1959 
Page 
- KLIMENKO: Technical Progress in the Period of the All-Out Upbuildingiof Communism. 234 12 ie oe eee 3 
FOFANOV: Some Problems in Stimulating Production and InirodueingeNew-Technigues -.h....-. ssies< sane 9 
- LEBEDINSKY: Decisive Conditions for the Fulfillment of the Seven-Year Plan ..................----.. 13 
. ANISIMOV: Raising the Workers’ Material Self-Interest in the Introduction of New hechnique Satria yo.. 250s oe 18 
. KAROTAMM: Electrification of Agriculture During the Seven-Year! Planes... 250s’ :.°s. <= eee ee eee 20 
mov HE TLICHNY: .Large Sources for Economies in CoriStruction of Cities <<... oe ee ccc eek 22 
BUZULUKOV, S. KAMENITSER: On the System of Training Highly Qualified Economists ..............0-. 27 
. ZHAMIN: On the Transition to Socialism by Economically Underdeveloped Countries ...........0ec00e00e 32 
KOZLOV: State Property Belonging to the Whole People and Its Reformist and Revisionist Critics .......... 38 
DISCUSSIONS AND DELIBERATIONS 
PEVZNER: Specific Problems in Amortization of Fixed Capital in Various 
EAN CHEOL eReU ALIONAL Se COUOIMY™ sis) sks-Se ee 2 tee hs eat ear es eg ees ee Oe bho ark he eh eee 44 
. ANDREYEV, N. SKOLKIN: New Draft Standards for Amortization Deductions 
RISSR Ct OUSMNVIGrA LUT yrs. gate h. her aatcus YoPonaacsustes Eo acietleued cheers auc Fe Sue no eem ok e edtee acl el ee eee 49 
CRITICISM AND BIBLIOGRAPHY 
. DONSKOV, A. SHATKAN: Problems of Distribution of the Food Industry of 
EBCRU COL U acne atte gene toot etet eens fo sel os tent ete reas Perens te ths Lats ak sho palace a Pees 56 
. BELKIN, I. BIRMAN: A Book by American Economists on the “Input- 
Re eI RE LIED carat get tae eM ete ate Sas: ow Te creo Chae grees «sg aera tance in 6. es onto) <5 <etng eee ameeeneee 58 
REVIEWS 
\MUEL KHEYNMAN: Technological and Economic Tendencies in the 
Structure of Industry in the United States of America... 1... 2. eee eee ecr esr cererersces 65 
NOTES AND COMMUNICATIONS 
1. ARTEMOV, N. VASILYEV: Possibilities for Improvement and Reduction 
of Cost of the Managerial Personnel .-.....- eee eee s ere cer cer eee cererece Eee cea 
. SAVENKOV: Some Problems Relating to Reduction of Expenses Connected : 
| with the Agricultural Purchase Program .......-- eee eee eee eee et tet e ee eees a 
-KORETSKAYA: The Development of Cost Accounting in the Collective Farms ...- +--+ eee eeeeeeerrrerees 8 
MARINKO, V. RABINOVICH: Improving the System of Wages and Bonus a 
Payments dn Stale Farms 2. sites 6s 3 8b oo + ove ose sere * A 0 ye celle 0 eu tke 6 0 aivne S8e suceie 
‘ SCIENTIFIC LIFE 
-SOKOLOVSKY: An Economic Conference of the Industrial Enterprises of the & 
true Cl MOSCOW ec area aa pen es Fe tere ne gas ew itis don ® 4, * yee, Ss bea e tes 
aRD CUKOR: The Work of the Institute of Economics of the Hungarian 6 
Academy oe Sciences 2.2... 22sec eee ey % ers Ise one sie Pe Lee hue ecrapiew'e Mee Reet 
3 ) 
oa 


Ze 


(Contents of the June 1959 issue of Voprosy Ekonomiki) 


PROBLEMS OF ECONOMICS 


English Translation of 


the U.S.S.R. Journal Voprosy Ekonomiki 


EDITOR AND PUBLISHER: MYRON E. SHARPE 


Problems of Economics is the English language translation of Voprosy Ekonomiki, journal 
of the Institute of Economics, U.S.S.R. Academy of Sciences. The translation is authorized by 
arrangement with Mezhdunarodnaya Kniga, Moscow. 


Problems of Economics is a complete, literal translation, without editorial comment, of 
Voprosy Ekonomiki. 


Twelve issues per year. Subscription rate: $50.00 per year (twelve issues); $4.50-per copy. 
$20 per year to persons associated with institutions already subscribing. 


AN IMPORTANT ANNOUNCEMENT TO SUBSCRIBERS 


Beginning with the November 1959 issue, PROBLEMS OF ECONOMICS will contain 
articles selected from the following publications: Problems of Economics; Journal of Statis- 
tics; Planned Economy; Socialist Labor; Journal of Leningrad University — Economic Series; 
Journal of Moscow University — Economic Series; World Economics and International Rela- 
tions; Foreign Trade, and other important economic journals from the USSR. 

The most outstanding articles on economics appearing in the Soviet Union will now be 
available in English translation on a regular monthly basis. Each article chosen will be 
translated in full. 

An Advisory Committee of specialists in the field of Soviet economics will make rec- 
ommendations on the choice of articles to be translated and published. To date, this Com- 
mittee includes the following: Dr. Abram Bergson, Dr. M. Gardner Clark, Dr. Gregory Gross- 
man, Mr. John P. Hardt, Mr. Leon M. Herman, Dr. Holland Hunter, Dr. Lynn Turgeon. 

The Publisher believes that PROBLEMS OF ECONOMICS will be a much more valuable 
journal as a result of this change in policy (i.e., shifting away from the complete translation . 
of one journal — Voprosy Ekonomiki — to the translation of a representative selection of ' 
articles from a wide range of Soviet economic journals). The change has been made only 
after lengthy consultation with many educators, who expressed the unanimous opinion that a 
journal of selected articles would serve their needs better. 

While we are convinced that the resulting journal will be much more valuable, we of- 
fer any subscriber the right to cancel his subscription within 30 days after receipt of the 
November 1959 issue of PROBLEMS OF ECONOMICS if he is dissatisfied with the change- 
over. 


Voluming, numbering and name of the journal will continue on the previous basis. 
The Publisher 
INTERNATIONAL ARTS AND SCIENCES PRESS 
33 West 42nd Street, New York 36, N.Y. . 


© Copyright 1959 by Myron E. Sharpe. All rights reserved. 


. Klimenko: 


echnical Progress in the Period 


f the All-Out Upbuilding of Communism 


The 21st Congress of the Communist Party, Soviet Union, 
malized the entry of our country into the period of the 
ilding of communism. The main problems of this period 
e — the creation of the material-technological basis of a 
mmunist society, further strengthening the economic and 
fensive might of the USSR and at the same time more fully 
tisfying the growing material and cultural needs of the 
ople. The achievement of these aims must be assured by 
ickening the pace of technical progress in all branches of 
r national economy, and the continued growth in produc- 
rity of social labor. *The building of the material- 
shnological basis for communism,” stated Comrade N. S. 
irushchev, at the 21st Congress of the Communist Party, 
viet Union, “presupposes, first of all: a highly developed 
ydern industry, full electrification of the country, scien- 
ic-technological progressin all branches of industry and 
riculture, composite mechanization and automation of all 
justrial processes, fullest utilization of new sources of 
ergy, rich natural resources, new synthetic and other 
aterials, growth of the cultural-technical level of all work- 
s, further improvement in the organization of labor and 
creased productivity of labor.” 
The decisive condition for the successful fulfillment of 
2 tasks of the seven-year plan is the introduction of new 
shnology on the widest scale, and composite mechaniza- 
m and automation of industrial processes. The Central 
ymmittee of the Communist Party made a decision to call 
Plenary Session and evaluate the progress in fulfilling 
2 decisions of the 21st Congress on the introduction of 
mposite mechanization into industry and construction, 
tomatization of production, establishment of mass pro- 
ction, and replacement of obsolete equipment, dies and 
sls. An examination at the Plenum of these basic ques- 
ms of technical progress will assure the further expan- 
yn of industrial production and construction, improve the 
ality of materials produced and reduce production costs 
industry and construction. By such means we will be 
ortening the period of the building of the material-tech- 
cal basis for communism in our land. 
Within a period of 41 years, no less than 18 years of 
lich were taken up with the Civil War, the Second World 
ar and the postwar reconstruction period, the Soviet 
\ion has advanced to the highest level of world technique, 
tablished the predominance of machine production in all 
anches of industry and the mechanization of basic produc- 
mn processes. The industry in the USSR is rapidly ap- 
oaching the annual production of the U.S.A. The output 
the Soviet machine tool industry is about 70% of that of 
2 U.S.A., and the tool reserves ofthe USSR according to our 
Iculations have reached about 5/6th of that of the U.S.A. 
output of steam and hydraulic turbines in the USSR is 
it half of the output of turbines in the U.S.A. during the 
t six months. a g . 


With the coming seven-year plan, the output of modern 
means of production for many of the major branches of 
Soviet industry will equal the level attained by the U.S.A., 
and in certain types of technique will surpass the U.S.A. 
Thus, the output of metal cutting tools, which largely de- 
termines the technological equipment of the machine build- 
ing industry — and which is basic for the technological 
progess of the entire national economy — willreachin 1965, 
190,000 to 200,000 units, or almost equal to the maximum 
annual output of machine tools in the USA (in 1953-1957 it 
was 200-210,000. The production of turbines, which 
is basic for electrification, will increase by 1965 as against 
1958 by 2.8 to 3.1 times and will reach a general capacity 
of 18.7 to 20.4 million kilowatts, i.e., will exceed the annual 
turbine output of the USA in recent years (16-17 million 
kws.). By 1965 the USSR will surpass the USA in the pro- 
duction of steam and electric locomotives with an output of 
2,550 to 2,700 of 8.4-9 million horsepower. During the 
seven-year plan the output of chemical equipment will in- 
crease by 3.2 to 3.4 times, the output of the instrument- 
making industry will increase from 2.5 to 2.6 times (in- 
cluding calculating and mathematical machinery from 4.5 
to 4.7 times), etc. The increased output of the chemical 
machinery industry will assure a more rapid pace for the 
expansion of chemical production throughout our national 
economy. The growth of our instrument making industry, 
particularly the electronic calculating technology, is a 
most important prerequisite for the extensive introduction 
of composite automation. 

Our industry has reached the highest level of world 
technology, being even with that of the most highly devel- 
oped capitalist countries and in many areas has already 
surpassed them. 

Soviet scientific-technical ideas now occupy a foremost 


position in the field of peaceful use of atomic energy. The 


first atomic electric power station was built in the USSR. 
At the present time there is being carried through a large 
scale program of constructing powerful atomic electric 
stations with different types of reactors. We have now in 
operation the world’s largest installation for the study of 
the atomic nucleus-synchrophasotron, we have launched an 
atomic ice-breaker and have achieved many successes in 
other phases of the peaceful use of atomic energy. The per- 
fection of the inter-continental ballistic missile, the launch- 
ing of artificial satellites and the first cosmic rockets — 
these testify to the pre-eminence of Soviet rocket technology. 
Well known are the achievements of Soviet aviation, ex- 
pressed in the production of high speed reactive and turbo- 
jet aircraft. These are not isolated accomplishments. 
They reflect the high technological level of Soviet machine 
building and particularly, instrument making, radio tech- 
nique, electronics and other leading branches of industry. 
Soviet science, technology and productivity are leading 
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other countries in a number of branches of construction, 
electric power and metallurgy. As an example we can cite 
the period for building hydroelectric stations. The Kuiby- 
shev hydrostation, the most powerful in the world, was built 
in seven years, while the largest station in the USA — Grand 
Coulee Dam — was built over a period of twenty years. We 
built a 300-meter dam over the Volga on the Kuibyshev 
hydroelectric scheme in 19 hours, while a similar opera- 
tion on the Missouri in 1952 required five days under much 
more favorable conditions (in particular, the water expen- 
diture on the Missouri project is five times less than on the 
Volga at Kuibyshev). The USSR is now developing the 
largest electric power system EES in the European part of 
the country and EES in Siberia, and there remains the more 
distant perspective of uniting all electric power systems in 
the USSR into one high voltage circuit, which requires the 
solution of many complex scientific-technological prob- 
lems. Then there is the electrification of the main railway 
lines of Moscow-Kuibyshev-Chelyabinsk-Novosibirsk- 
Irkutsk. The USSR is also leading other countries in metal- 
lurgical technique. We are now deSigning a blast furnace 
with a capacity of 2,286 cubic meters (the useful capacity 

of the largest blast furnace built in the USA in June, 1955 

is 1,810 cubic meters). The extent of utilization of metal- 
lurgical aggregates, particularly open hearth furnaces, is 
25-30% higher in the Soviet Union than in the USA and for 
the best blast furnaces in the USSR (the Magnitogorsk 
Works) the rate of utilization of useful capacity of blast fur- 
naces is 1.3 to 1.5 times higher than the indexes attained on 
the best blast furnaces in the USA. During the present 
seven-year plan we will further extend our. lead in all 
branches of technology where we now surpass the capitalist 
nations. Completion of the tasks set forth in the seven-year 
plan will make possible a further intensified development of 
all branches of new technique. The possibilities for new 
technical achievements will be greatly advanced as we real- 
ize the tasks of the seven-year plan in connection with the 
development of machine building, instrument making, radio- 
electronics, electro-technology, the construction of new 
and more highly perfected equipment for the metallurgical, 
chemical, petroleum and gas industries, etc. 

The expansion of the machine building industry, provided 
for in the seven-year plan, will make it possible to supply 
all branches of our national economy with the most modern 
equipment, basically improve production technology, ad- 
vance to the composite mechanization and automation of 
production controls with the use of electronic devices » con- 
struct machinery and apparatus based on the latest scientif- 
ic achievements — particularly radio-electronics, super- 
conductivity, ultrasonics, radio-active isotopes, semi- 
conductors, nuclear energy, etc. The seven-year plan will 
create the indispensable conditions for an even more rapid 
growth of all branches of science for the Carrying out of 
important theoretical investigations and new important sci- 
entific discoveries. : 

At the present time, the development of technique in the 
USSR is characterized by the fact that the level of Soviet 
technology not only equals, but in many branches has al- 
ready surpassed, the most developed capitalist nations, as 
well as by the rapid expansion of many new branches of 
technology — atomic, rocket and reactive, radio-technique 
and radio-electronics, production of rapid mathematical 
calculating machines, semi-conductor technique, machine 
tool building, etc. The USSR is entering into an epoch of a 
great technological revolution. This creates particularly 
favorable conditions for accelerating the process of the: 
transition of our country to communism. 

The industrial revolution at the end of the 18th century 
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laid the technical basis for machine production required 
for capitalism; the technical revolution of the mid-20th 
century will assure a rapid tempo for creating the materi 
basis for communism. The industrial revolution led to a; 
rapid development of industry. Contemporaries compares 
it to an “explosion” and spoke of the “incomparable speed 
of the changes. (1) The introduction of machine produc- - 
tion made it possible for the factory system to take a 
colossal leap forward. With the changeover from hand te 
machine production, the productivity of labor during the 
first 40-50 years of the industrial revolution increased by 
130-fold. 

The present day scientific-technical revolution will as- 
sure a many-fold faster and more powerful tempo of induy 
trial growth. We live in an age of the enormous quicken-. 
ing of scientific and industrial progress, in an epoch of th 
most rapid succession of scientific discoveries, qualitatiy 
leaps in technology, when the physico-mathematical, chen 
ical, biological and other sciences are opening up new hon 
zons at an ever accelerating pace; when the transition to ) 


our age is many times greater than ever before known t 
mankind. The possibilities of ‘explosive’ leaps in techniqi 
are much greater today than at any previous period. 

The most important aspect of the present technical revr 
lution is that it is a revolution in the methods of productiei 
The industrial revolution at the end of the 18th century esi 
sentially left unchanged in many fields of production the © 


_ basic methods of hand labor, depending on the limited pos 


sibilities of manual labor, such as the making of thread, 
forming metal products by chipping, brick forming, etc. 
The machine technique of the industrial revolution only nm 
tiplied by several times these operations, the products of) 
labor and the end products. These methods have remaine 
unchanged in many branches of production for almost 200) 
years after the 18th century industrial revolution. At they 
present time they greatly hamper the tempo of further in+ 
dustrial progress. 
Thanks to the scientific achievements of our times ther 
open up great possibilities for basically changing these px 
duction methods, creating the preconditions for establishi 
the production processes on new foundations, with much 
more effective methods, looking forward to the complete 
elimination of manual labor. The present revolution inp 
duction methods gives promise of a vast growth in the pra 
ductivity of labor and volume of output. Its main direc 
is toward the general transition to mass, continuous inten 
sive processes (with maximum application of thermal, 
thermochemical and chemical methods), on a strictly 
tific basis, with automatic control, independent of meth 
of manual labor and of the human muscular and nervous 
tem. The development of automation, electronics, cyb 
netics, frees human labor of the necessity of directly 
ticipating in the production process. The present high 
ficient productive processes require that people provide 
only an initial task and general direction; the operating « 
trol and regulation is accomplished automatically. Wi 
new technique there will take place a basic change in 
character of labor’s role in the production process, e 
nating it from direct participation in this process. 
This technical progress expresses itself in perfecti 
tools of production, in improving technological methods, i 
increasing the amount and variety of facilities for the pre 
duction of material, in utilizing ever more effective so 
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2 and in raising the technical standards of the final 
duct. 

Technical progress requires first of all improvement in 

» tools of labor. “Economic epochs are distinguished not 
what is produced but by how production is carried on, by 
: instruments of labor used.” (2) The utilization of new 
struments of labor will result in a break with existing 
shnology, set new requirements for the qualities of tool 
jipment and will raise the technico-productive character- 


ics of the end product. It would be incorrect and an over- | 


nplification to attribute the content of the technological 
ogress to the perfection of the tools of production. Only 
jer conditions of the simultaneous, mutually connected 
1 mutually stimulated perfection of the tools of labor, in- 
easing technology, the quality of raw material and the 
‘yhnical level of the end product, can there be full real- 
sd the possibilities for technical progress and its highest 
npo be assured. 
The instruments of production have a determining influ- 
ce on technology. As the equipment is improved, tech- 
logy changes. But we must not lose sight of the reserve, 
> influence of perfections in technology on the improve- 
nts in making equipment. With the mastering and devel- 
ment of technology there open up new possibilities which 
quire for their utilization the production of new and bet- 
> types of equipment. 
Along with the technical re-equipment of Soviet national 
onomy in all branches of industry there has taken place 
intensive effort to introduce the newest equipment, which 
quires the systematic improvement of technology. The 
w technology was worked out gradually to the extent that 
> new equipment was mastered. The introduction of pro- 
essive technology, assuring the full utilization of present- 
y means of production, lagged behind the putting into pro- 
ction of new types of machine technique. There was there- 
-e projected the proposition that technology is a passive 
»ment of the technological process, wholly determined by 
> character and possibilities of the equipment used. How- 
sr, while the tools of production play a dominant role 
.ongst all elements of technical progress, technology has 
important counter-influence on the perfection of equip- 
nt. 
As an example we can cite the introduction and develop- 
mt of high speed metal cutting methods. The intensifica- 
n of the technique of metal cutting led to a substantial 
ange in the equipment, to an increase in the power of the 
tors, improvement in the transmission, in the instru- 
nts and equipment, etc. Many other examples could be 
ed of the influence of newly introduced progressive tech- 
logy on the improvements in equipment design. Fre- 
., the development of technology results in the design 
entirely new machinery. It is well known that the intro- 
ction of mass production methods had a big effect on the 
velopment of special, highly productive machine tools. 
e highly progressive precision investment casting meth- 
was at first applied with primitive equipment and mainly 
+h manual labor. Only to the extent that these new meth- 
s of casting technology were mastered, was there devel- 
more highly perfected equipment. In the textile indus- 
the need for technically uniting most processes will 
sult in the development of new types of machinery com- 
ling many of the formerly independent technological proc- 
ses. 
at the present stage of development the interaction of the 
luence of equipment on technology and technology on the 
sign of machinery stands out even more strongly. The 
ning of the most effective technology calls for the 
lest and most effective utilization of all possibilities 


inherent in present-day industrial equipment; on the other 
hand, the building of new machinery must answer the re- 
quirements of progressive, scientifically-based technology. 
The proper understanding of the inter-connection and inter- 
action in the development of equipment and technology has 
great Significance for the intensification of the tempo of 
technological progress, for deepening and speeding the work 
of the scientific-research and design and construction insti- 
tutions. The interdependence of means of production and 
technology should also be reflected in the organization of 
scientific-research work. The closer tie between the work 
of technologists and designers will result in the further in- 
creased tempo in improving production in all branches of 
the socialist national economy. 

For a correct understanding of the tendencies and laws of 
development of the material-technical base of production in 
the period of the unfolding of the building of communism, it 
is necessary that we fully eliminate from our thinking the 
widely disseminated fallacy to the effect that the objects of 
labor used in the production of materials are a passive 
element in the expansion of the productive forces, as some- 
thing having no effect on the course of technological prog- 
ress. This view contradicts the Marxist conception as to 
the role of productive forces. The objects of labor used in 
the production of materials can become a drag on technical 
progress as well as the impetus for big revolutionary leaps 
in technique, in the perfection of equipment and technology, 
in improving the quality and technical standards of the end 
product. It is well to remember, in this connection, the 
role played by light metals in the development of aviation, 
uranium ore and other radioactive materials in opening up 
the epoch of nuclear energy, polymer materials for the rev- 
olution in the chemical industry and in production of all ma- 
terials, alloying elements, stainless steel, Semi-conductors, 
isotopes, titanium, éermanium, zirconium, chemically pure 
elements, etc. — for the outstanding successes of modern 
technique. The present level of development of technique 
places on materials requirements which often cannot 
be met by natural raw materials. Here a big role is played 
by new synthetics, in particular polymer materials, arti- 
ficial semi-conductors, etc. The vast expansion of the chem- 
ical industry, envisioned in the seven-year plan, is one of 
the decisive directions by which the material-technical 
basis of communism will be created. 

An active and revolutionizing role in technological prog- 
ress is played by the character of the end product. The 
appearance of such types of articles as the automobile and 
airplane signalized an entire epoch in the growth of pro- 
duction technique. The rise of mass production of,auto- 
mobiles had a powerful effect on the technique of az, 
es of production. This is also true of the organiZats 
airplane construction. Such types of products as artificial 
earth satellites, cosmic rockets, etc. testify to the great 
possibilities of present-day technology and production. Ex- 
tension of the scale of this type of production will no doubt 
necessitate important changes in production technique, hav- 
ing indeed a revolutionizing effect on the development of the 
most diversified branches of production. 

A most important influence on technical progress is the 
development of atomic energy. The 21st Congress devoted 
considerable attention to the problems of utilization of 
atomic and thermonuclear energy. The utilization of these 
new types of energy, a million times more effective than the 
energy of mineral fuels and water power, promises a vast 
increase in the productivity of social labor. The seven- 
year plan provides for the construction of a number of large 


atomic power stations with different types of reactors. The 


experience in building and operating these installations will 
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help determine the most effective direction, in terms of 
technical-economic indexes, for the further development of 
atomic energy. The seven-year plan sets forth as one of 
the major directions for scientific investigation the prob- 
lem of controlling thermonuclear reactions. The final solu- 
tion of this problem will forever free mankind of the prob- 
lem of providing power for industrial production. 

The resources of atomic and thermonuclear energy are 
practically inexhaustible. The earth’s content of uranium 
and thorium is generally estimated to contain energy re- 
sources exceeding 10 to 20 times the reserves of coal and 
petroleum combined. Heavy water, the raw material of the 
thermonuclear reaction, is contained in ordinary water in 
sufficient quantities to satisfy all the energy requirements 


of mankind. Along with the utilization of the vast energy re- 


sources lying in the womb of the atom, on the basis of the 
successes of semi-conductor technique, a new source of 
energy will emerge — the direct transformation of solar 
energy into electrical energy. 

The basic directions for improving the means of produc- 
tion, technology, materials and end product is the electrifi- 
cation, mechanization, automation, chemicalization and in- 
tensification of production processes. The scientific- 
technical revolution leads to the creation and perfection of 
machinery and apparatus, whose operation is based on the 
utilization of the scientific achievements in the field of 
nuclear research, electronics, semi-conductors and 
other new scientific discoveries, which greatly enlarge the 
possibilities for speeding these new directions of scientific 
progress. 


The electrification of the national economy of the USSR is 


now entering the stage of the creation of a single high volt- 
age circuit, first encompassing the European part of the 

Soviet Union, and later the entire country. The creation of 
a Single electric power circuit for the country is based on 


the utilization of the powerful energy aggregates in 200-300- 


600 thousand kw. with steam parameters of 130-200-300 
atm. and 565-650°C and powerful feed lines with a voltage 


of 400-800 kilovolts. The control of such a circuit requires 


the utilization of modern facilities of automatics and tele- 
mechanics, assuring precise, instantaneous (to the hun- 


dredth of a second) regulation of production and the require- 


ments of energy throughout the entire system and its dif- 
ferent branches and the elimination of all deviations from 
the normal procedure. 

The present seven-year plan will make huge strides for- 
ward toward the full electrification of our country. The 
generation of electric power will increase by 2.1-2.2 times 
and will reach, by 1965, 500-520 billion kwh., which is 
approximately the present electric power production of the 
USA (716 billion kwh, in 1958). There will be created a 
unified power system in the European part of the USSR, 
Central Siberia, as well as a unified system in the North- 
West and West, Zakavkazya, Kazakhstan and Middle-Asia. 
The electrification of production will be increased almost 
twofold. The railroads will be electrified over a distance 
of 20,000 km., all state farms, repair stations, collective 


farms and work sites. This will be a decisive step in real- 
izing Lenin’s idea about the full electrification of the coun- 


try and laying the energy foundations for the technology of a 
communist society. — 


The leading role in the acceleration of technical progress, 


in improving industrial equipment, technology, materials 
and end products, belongs to the automation and chemical- 
ization of production. 


Automatization is the basis of the present-day technolog- 


ical revolution in production. This is the main technical ba- 
Sis for, the indispensable condition, for the utilization of the 
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inexhaustible resources of new types of energy. Only aut 
mated technique gives the possibility of controlling atomi 
and thermonuclear reactions and many other processes, , 
which is not possible by the direct action of people. Autcl 
matic equipment, including electronic rapid calculating n 
chines, determines the optimum duration of the technologi: 
process and actively maintains it in the course of self- 
regulation. Automation exerts a determining influence ox 
all elements of the technical process: to assure the grea 
est effectiveness from automation it is necessary to maki 
basic changes and perfect equipment, technology, materi; 
and final product. The automatic regulation of productiox 
gives the possibilities of reducing to a minimum the use : 
human labor and at the same time raising to an enormous « 
tent the productivity of social labor. 

At the present time the automation of the productive pr 
ess is not yet developing on a large scale. In many in- 
stances the use of automatic installations has proven to t 
highly effective (for example, on lines for machime tool @ 
semblies and rotor lines). However, the full possibilities 
for automation are far from being realized. The 
fective direction for automation — introduction of 


controlling equipment — these have not received the nee« 
sary attention. 
In the decisions of the 21st Congress of the Communi 
Party of the Soviet Union, the composite mechanization @ 
automatization of productive processes was considered a 
the main, the decisive direction for technical progress 0} 
the seven-year plan. The seven-year plan envisages the} 
putting into operation of no less than 1300 automatic line) 
and the increased use of machines with automatic progra’ 
ming controls. There remains the problem of going over 
from automation of individual installations to the compos 
automation of sections, shops and entire plants. The de= 
cisions of the Congress noted the necessity of utilizing — 
modern electronic calculating machines for automatic ca 
trol of technological processes on the most efficient bas 
Control figures have been projected for the organization 
highly specialized mass production of automation faciliti 
with the aim of carrying out the goal of composite autom 
tion of all branches of the economy. ot 
During the period of the seven-year plan, there will ba 
built over 50 experimental-demonstration enterprises 1 
will embody the latest features of composite automati 
The experience gathered in the operation of these und: 
takings will facilitate the widest introduction of auton 
technique. An example of the scale on which automat 
will be introduced during the seven-year period can be 
from the fact that the Likhachev Moscow Auto Plant wil 
crease the number of automated lines from 9 to 172, and 
Gorky Auto Plant will have 136 such lines, etc. 
At the present time we have not yet fully completed t 
stage preceding automation, that of composite mechani 
tion. The basic productive processes in most branches ¢ 
industry have been fully mechanized; however, on the al 
iary branches of industry there is frequently a predomi: 
nance of hand labor, because of the fact that as a rule th 
has not taken place the composite mechanization of entir 
plants. Therefore, along with the development of automa 
tion, the control figures call for the completion of the 
posite mechanization of production. This applies firs 
all to such backward branches, in terms of mechani 
as foundry and press-forging in machine building, as 1 
as in transport and loading and unloading work in all 
branches of the economy. ' ; . 
The chemicalization of production is one of the mo 
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portant directions of technical progress at the present 
ne. It will increase and improve the nomenclature used 
the production of materials, will guarantee the transi- 
n to ever more effective and economical materials, 


ose properties will meet the growing demands of technol- | 


y, extend the use of new chemical methods, and intensify 
oduction processes. The achievements in chemistry and 
chemistry will open possibilities for the cultivation of 

w cultures many times more effective than usual agricul- 


‘al plants, with a tenfold better utilization of solar energy, | 


well as artificial photosynthesis of food substances with- 
t the aid of plants. 

The scientific-technical revolution will result in the de- 
lopment and use of entirely new, fully transforming pro- 
ction processes, technical methods such, for example, 
the use of plasma — the recently discovered state of 
pstances — super temperature, magnetic pole, etc. 

An analysis of the main tendencies of the unfolding scien- 
ic-technological revolution makes it possible to foresee 

: following main outlines of the technical basis of produc- 
n during the higher stage of communism: the creation ofa 
thly productive, self-regulating automatic system of ma- 
inery assuring maximum output, the energy base of which 
li be atomic and thermonuclear power, and the raw mate- 
il, the most effective type of materials processed on a 
LSS production basis with the aid of a highly developed 
‘tallurgy and chemical industry. Such a system of ma- 
inery will make possible the application of the principles 
i methods of the most highly perfected, most highly pro- 
ctive scientific technology, eliminating heavy physical la- 
r, transform labor into scientific and engineering- 
s+hnical activity, with the programming and general control 
complished by automatic systems. Labor will basically 
er its character, and will cease being exhausting and 
motonous, mechanically repetitious and excessively ardu- 
s. The establishment of an automated system of machin- 
y will assure a vast increase in labor productivity, and a 
2at surplus of products. It will lead to a shortening of 

- workday; it will transform labor into the first vital re- 
irement of man; it will enable the workers to devote the 
.k of their time to the highest form of intellectual labor, 

i will reduce the time devoted by society to necessary 
\ductive labor. This will lead to the further flowering of 
ture. 

[The seven-year plan reflects in the fullest sense the ten- 
icies of modern scientific-technical progress. The con- 
1 figures set by the 21st Congress of the Communist 

rty of the Soviet Union provide for the many-sided intro- 
‘tion into production of the newest attainments of science 
l technique, providing the necessary conditions for the 
¥id development of all fields of science. 

Jowever rapid the technical progress of the present-day 
hnical revolution, the main problem facing socialist so- 
ty in transition to communism is the maximum accelera- 
n of this tempo. 

fhe enormous technical and productive possibilities 

ned up by the technical revolution cannot be fully util- 

d and realized by capitalism, since they are tied up with 
ss unemployment which is catastrophic for capitalism. 
2se possibilities of the technical revolution can be only 
ly and most effectively utilized by a socialist society. 

‘he characteristic feature of the modern technical revo- 
ion is the fact that the development of different branches 
science and technology are interrelated and mutually con- 
ioned. The attainment of highest results requires unity 

| coordination of work in all branches of science and tech- 
ogy. Such unity and coordination, the mutual stimulation 
i branches of science and technology and the 


ee 


concentration of all forces of science from different spe- 
Cialties on the solution of important problems, can be 
achieved only by a socialist society. 

The seven-year plan provides for the concentration of 
scientific forces and resources on the most important re- 
searches having theoretical and practical Significance. 
With the high interconnection of all branches of science and 
technology, scientific progress demands that we speed the 
lagging areas in the scientific-technical sphere. In indus- 
try the introduction and mastery of the newly designed ma- 
chinery and automated lines will require a period extending 
over many years. The renewal of themachine toolreserves 
and the creation of new types of technique in different 
branches of industry takes time; composite automation pro- 
ceeds very slowly even in those industries where conditions 
are most favorable. 

The basic method for speeding the tempo of technical 
progress, in the light of practical experience in socialist 
construction, is the unification and coordination of forces 
on the solution of scientific problems having foremost sig- 
nificance for technology, assuring unity, coordination and 
mutual effort in the development of different branches of’ 
science and technology, and strengthening the bonds between 
Science and practice. It is necessary to properly harmonize 
three groups of work: solution of the most important theor- 
etical problems providing basic, revolutionizing shifts in 
science, technique and production, working out the main 
knotty problems for perfecting existing technique with the 
aim of raising it to a higher level in everyday, continuous 
technical progress in all enterprises of our country. 

To the first group, providing the basic revolutionizing 
impetus in science, technique and industry, belongs the work 
of investigating cosmic rays, nuclear reactions, semi- 
conductors; in physics, the solution of mathematical prob- 
lems related to the development of automation, particular Ly, 
problems of calculating technique with the aid of mathe- 
matics; theoretical research directed toward introduction 
of newly perfected technological processes and development 
of synthetic materials with properties satisfying the prob- 
lems presented by modern technique; in chemistry, the de- 
velopment of biochemistry, agrochcmistry, biophysics, 
microbiology, virusology, selection, genetics and other 
promising branches of biological science. The seven-year 
plan envisions the creation of the necessary conditions for 
great new scientific discoveries in the many branches of 
knowledge. In the textile industry, the first group has to 
investigate the possibilities of eliminating threads and 
fabrics produced by the combination of billions of thread 
and go over to the use of materials made without threads 
by means of molding, rolling, and other methods of the 
monolithic production process. 

As an example of scientific-technical activity required to 
make possible-a basic improvement in existing technique 
and technology, we can consider the typification of techno- 
logical processes with the introduction of more effective 
and productive scientifically-worked out processes and set- 
ting advanced norms corresponding to these processes; 
work towards the composite improvement of technology and 
organization of production with increased technical and eco- 
nomic effectiveness of mechanization and automation; per- 
fection of new highly productive machinery, formulation of 
the best means of specialization, cooperation and combina- 
tion, problems of economic stimulation of technical prog- 


i ress. 


Along with the scientific works directed toward obtaining 
essentially new results, and working out knotty problems, 
most important for the perfection of existing technique, 
there is the constant, everyday need for improvement of 
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production in industrial establishments. 

Technical progress should advance continuously, daily so 
that technical improvements are introduced promptly, con- 
stantly as they are developed. The scientific and factory 
laboratories play a most important role in insuring such 
continuous improvement in production. At the present time 
many enterprises have their own experimental shops and 
laboratories where intensive research is going on. This 
factory link with scientific research should receive further 
expansion during the seven-year plan period. 

“The problem of speeding technical progress in industry 
by all means,” said A. B. Aristov in his speech at the 21st 
Congress of the Communist Party, Soviet Union, “cannot be 
successfully carried out without a decisive strengthening 
and expansion of the scientific-technical and experimental 
basis of the state farms; in enterprises, without drawing 
closer the educational institutions to life, to production. 
Consideration is now being given as to how to bring closer 
to production the scientific and research institutions, the 
designing and construction organizations.” 

The problem of insuring a close tie between the develop- 
ment of the three mentioned branches of scientific-technical 
work — more theoretical research, solution of the difficult 
technical problems, improving existing technique and in- 
suring the constant perfection of industry directly in the 
plants — this requires close cooperation and teamwork be- 
tween the scientific institutions of the Academy of Sciences 
of the USSR, the Academies of the Union Republics, with the 
departments and affiliates of the Academy of Sciences of the 
USSR, with branches of the scientific, designing and con- 
struction institutions, the factory laboratories, and the or- 
gans of scientific leadership in the plants. It is necessary 
to eliminate parallelism in the working out of scientific- 
technical problems, with a careful division of work between 
the scientific institutions, all working on a unified plan. In 
the speeches of Comrades Ustinova, Spridonova and other 
delegates at the 21st Congress, there was considered the 
need of centralizing the planning of the scientific-research, 
design and construction bodies. Improving the planning of 
scientific research, operating on a single plan, the accumu- 
lation of clear and timely information on the progress and 


results of the work of these institutions on one or another: 
problem, will substantially increase the effectiveness of 
these research institutions and will insure a more rapid 


pace of technical progress. 
In the solution of the problems of speeding technical 


‘progress and increasing its effectiveness, an important 


role belongs to economic science, strengthening the tie be 
tween the economists with technically trained scientists. 
As a result of the separation in the work of technologists : 
and economists there is often introduced ineffective eco- - 
nomic technique. To determine the effectiveness of a new 
machine or technological process, judgment is often base 
only on technical indexes, leaving out of consideration thet 
economic results. In many instances obviously inadequati 
methods are used to determine economic effectiveness, 
for example, considering only reduction of the number of : 
workers or reducing the labor consumption of a process, | 

calculating the expenditures on wages for the basic produy 
tion workers, etc. 

It is necessary to work out the method of deter ining t! 
economic effectiveness of new techniques reflecti 
nomic factors that are related to the production an 
tation of new machinery. A real scientific solution 
problem — this is one of the main-tasks of economic 
ence for the seven-year plan. It can only be fulfilled 
conditions of close teamwork between economists and te 
nical specialists. 

Entering into the epoch of the new great technological r 
olution, in the era of nuclear technique, automation and 
chemicalization of production, it is necessary, under con4 
ditions of the struggle of two systems, to raise the tempos 
and quality of scientific research, increase planning, or-: 
ganization, coordination in the development of science, joj 
ing the strength of all who labor in science and technology 
with the aim of the maximum increase in speed of techy 
progress and the transition to communism. 
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ad Introducing New Technique * 


fhe June Plenum of the Central Committee of the Commu- 
t Party, Soviet Union, reviewed the progress in fulfilling 
decisions of the 21st Congress regarding the develop- 
nt of new technique, and the composite mechanization and 
omation of production processes. In order to quicken the 
apo of development and introduction of new technique, of 
st rate importance is the creation of the necessary or- 
lizational and economic conditions which would greatly 
yedite the working out of models of the new technique, 
ster the production of machinery, equipment and instru- 
nts of newest design, and introduce new technique into 
branches of the national economy. Of great significance 
his connection is the perfection of a system of indexes 
the plans of the various enterprises for stimulating the 
lacement of the obsolete production methods, improving 
preparation and the material-technical equipment of in- 
try with new technique, and setting forth sufficiently effec- 
> economic stimuli for introducing the most progressive 
iipment and technology. 

the socialist system of economy affords the greatest pos- 
ilities for introducing new technique and technology in 
interests of most rapid development and continuous im- 
vvement of the people’s well-being. The problem con- 

ts in most effectively utilizing these possibilities. How- 
r, in this connection we have many serious shortcom- 

s related to the concrete organizational-economic forms. 
\re all enterprises interested in revamping their produc- 
iprograms, inthe replacement of obsolete equipment de- 
ned many years ago, with new, more perfected types ? 
always, by any means. This is to be explained by a 
aber of organizational-technical and economic reasons. 
ae managers consider it much easier to produce with 
ipment that has already been mastered than to learn how 
landle new models. Where the technological procedure 
ong established, the workers and the engineering- 

nnical personnel, on the basis of many years’ experi- 

e, have learned the technical process to the minutest de- 
. In these conditions the production goals are fulfilled 
overfulfilled with the collective and leading personnel 
ig regularly rewarded for exceeding their production 

1 and as a result of socialist competition the enterprise 
ionored for outstanding performance. 

itroduction into the factory plan of new production goals 
nm complicates the organization of production and the ma- 
al-technical means of implementing this new program. 

- organizational-technical remantling, connected with 
ning, readjustment and the material-technical perfec- 
of the new production methods — this is a difficult and 
iblesome task. Frequently the renovation of production 
edules in a plant lowers its. technical-economic indexes; 
plans for volume and quality of production, labor con- 
iption, costs, etc., at first, are often not fulfilled. At 

eS the tests of new production processes are not 


resentation of the problem. 
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successful; there arises the necessity of eliminating im- 
perfections disclosed by the tests in the already newly 
regulated technological process. The enterprise is in a 
furor for a time, during which the collectiveis deprived of 
premium pay; other material stimuli also decline. Since 
1957 there has been in effect a bonus system for workers 
for fulfilling and exceeding the production plans in new pro- 
duction plans in new production conditions, which was intro- 
duced with the aim of overcoming the before-mentioned dif- 
ficulties. The way this system works out, it is easier for 
the enterprise to exceed by several percentages its old plan 
than to take on the responsibility of the new type produc- 
tion. At times certain plants, such as the Moscow Likha- 
chev, completely fail to use this system. 

Thus, new technique designed to assure the growth of la- 
bor productivity and lower production costs is considered 
by certain enterprises as “unsuitable.” Asa result many 
plants continue with obsolete production methods. Many 
plants operate with machinery made in the 30’s, 20’s and 
even earlier. Thus the Lipetski sovnarkhoz (Council of Na- 
tional Economy) has in serial production a turret lathe 
model “1A62” which is represented as a changed and im- 
proved model of the “DIP-200” produced in 1925. The Po- 
dolsk factory, Kalinin, in the Moscow sovnarkhoz region, 
has been producing a sewing machine for a number of dec- 
ades without any substantial changes. Along with this there 
are examples of extremely slow progress in the designing 
and production of new technique. Several automatic tool 
lines were put into operation more than five years after 
their designing work was begun. 

The creation of new technique is not an end in itself; 
new machinery has obvious advantages over the older ma- 
chinery. Furthermore, several types of new technique, in 
their economic effectiveness, technical and productive quali- 
ties, not only do not excel, but are even worse than the 
older machinery in use. There are known instances where 
the introduction of new automatic lines, hoisting and trans- 
port machinery and other new types of equipment, lead to 
increased cost of products turned out with their use. For 
example, the cost of saws prepared on a specially made 
automatic line is twice as high as before automation. 

In many instances new and progressive technique is intro- 
duced under conditions of production organization where the 
scale of production does not correspond to the possibilities 
of high production modern machinery. Asa result, it does 


not pay to use it. At the Vladimir Ilyich plant at the Mos- 


gorsovnarkhoz an installation was built for the coloring of 
parts in a magnetic pole. Experience showed that with the 
given volume of production the installation can be utilized 
altogether 1-1.5 hours per day and is, therefore, unprofit- 
able. The installation was dismantled and moved to another 
location. The loss in carrying out this project ran into 
several hundred thousand rubles. 

These examples testify to the serious deficiencies in the 
renovation projects, in the introduction of new machinery 
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and perfection of technology. It is not surprising that such 
“new technique” does not show the way forward. The task 
remains of creating such organizational conditions and ma- 
terial incentives in the design-construction work which 
would stimulate to the maximum the development of the 
most effective course toward technical progress. 

In recent years our builders, technologists and engineer- 
ing-technical-workers have devoted increasing attention to 
the preliminary economic planning for new technique. Well- 
known successes were had in working out the methods for 
determining the economic effectiveness of new technique. 
There has accumulated considerable experience of concrete 
accounts of the economic effectiveness of new technique in 
| sovnarkhozes, in designing, scientific-research organiza- 
tions and in enterprises. The scientifically-based method 
for determining the economic effectiveness of planned ma- 
chinery and technology, eliminates the possibility of cre- 
ating insufficiently effective types of new technique and 
creates more favorable conditions for introducing really 
new technique. 

Our scientists-economists should help the sovnarkhoz 
and enterprises in working out a sufficiently simple and de- 
pendable method of determining the economic effectiveness 
of new technique. It is necessary, first of all, to finda 
simplified yet sufficiently accurate method of calculating 
the cost of production when using new machinery and ad- 
vanced technique. Calculation of economic effects is a very 
difficult operation. 

Of considerable importance to the stimulation of new 
technique is the establishment of technical-economic in- 
dexes of the production plans — the volume of production, 


labor consumption, costs and accumulation. In the planning © 


it is necessary to interest the enterprise in the mastery of 
new production methods. There should be included in the 
production program of new articles plans for the equiva- 
lent reduction in cost of the older production. This should 
be established as a rule in calculating production costs. In 
the first period of the introduction of new production it is 
necessary to set up incentive indexes so as to give the col- 
lective a material self interest in making it effective. In 
setting these technical-economic indexes for the older pro- 
duction (labor consumption, costs, etc.), they should be set 
at such a level as to discourage the use of older methods in 
favor of newer ones. 

Of importance in accelerating the tempo of technical 
progress is the correct setting of prices on new production 
so as to stimulate their increased output in existing plants 
and their introduction into consumer industries. The pre- 
vailing practice of including in the production price all ex- 
penses entailed in putting out articles based on new tech- 
nique is retarding the technical re-equipmentof our national 
economy. Prices are unjustifiably raised and the consumer 
is forced to forego such high-priced goods. Thus, for ex- 

_ ample, a new four-positioned automatic molding machine 

prepared by the plant “Krasnaya Presnya,” Mosgorsov- 
narkhoz, was for a long time not put into production since 
there was included in its price all expenses in putting out a 
new model, and the price was set at 350,000 rubles. 

On the other hand, the setting of prices of new products 
on the same level as the earlier production will result in 
losses for the plant introducing these new methods. We can 
cite the following example. At the Vladimir Ilyich plant 
there was produced a new washing machine. The first 
group of machines cost the factory about 3,000 rubles each. 
However, the price set, based on the price level of plants 
where this product has been long in production, was only 
1,500 rubles. 

The soundest basis for price fixing on new production 
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which would attract the consumer, is to fix prices at a uni- 
form level as set by plants where this article is already in, 
production, with, however, corrections for the higher qual-! 
ity indexes of the new product. However, to avoid finan- 
cial difficulties during the period when the new product is | 
being introduced, certain budgetary adjustments need to be 
made to compensate for losses entailed in the introductions 
of new products. In the final analysis, the government willl 
not suffer any losses, since at the present time it is neces~ 
sary to find one or another way of overcoming the losses 
sustained by enterprises in introducing new production. In 
the long run, the introduction of new technique will result 
in sufficient accumulation of income on a national scale, 
since new technique will result in increasing laber produc: 
tivity and lowering of production costs. 

A most important factor in speeding technical progress } 
is to stimulate the perfection of more effective models of 
the new technique, by material incentives to designers fort 
the more rapid creation of highly economic models of ma-: 
chines and equipment. In the machine building industry 
since 1956 favorable conditions exist for the output of new\ 
technique, since provisions are made for material 
to designers, technologists and other workers. The 
miums for the production of new machines, equipmen 
mechanisms, instruments, apparatus and materials is Ret | 
at 5% to 30% of the annual economic effect that will be at 
tained by the introduction of new production methods. T 
amount of premium for the working out and introduction 
progressive technological processes and production meth= 
ods as well as for carrying through mechanization of labow 
is determined for serial production up to about 15%, and fd 
individual production to 30% of the annual economic effect.t 
In both cases the premium is paid upon completion of work 
within a given period. With the aim of increasing the self- 
interest of scientists, designers, technologists, plant 
leaders, workers and others towards the more rapid mas-= 
tery of new production methods, premiums are paid for 
different levels of work fulfillment, with the main portion ‘ 
the premium being paid at the final stage. 

Nearly three years of experience with this method con- - 
firmed its effectiveness and advantages as compared with | 
many previous incentive systems. We can cite a number © 
of examples. The workers at the Kirovograd plant te 


Zvezda” and the All-Union Scientific Research Institute of 
Agricultural Machine Building (VISKHOM) carried throug 
the modernization of the square-sowing seeding machine © 
“SKGK-6.” The new construction has reduced the operati 
personnel by 5. The annual saving from this reduction 
amounted to 18 million rubles. Those participating in wo: 
ing out this new seeding machine received 720,000 rubles. 
in premiums. The designing institute of the former Min- 
istry for Light Industry of the USSR in 1955 worked out a 
special device for making cord for automobiles with a re 
sulting saving for the government of 1 billion rubles a 
By the end of 1956, for various reasons, the production of 
this device has not yet begun, After the introduction of 
new premium system, it became possible to put this devi 


several months, a number of plants in agricultural machi 
building, “Rostselmash,” “Communard,” Tagangorsk 
“Aksaikar dandetal’,” the Vinnitsa assembly plant and othe 
started production of the self-propelled combine “SK-3,” | 


Research Institute of Agricultural Machinery Techno 
and the State Special Designing Bureau for seed comb 
The general saving for the national economy as a res 
the use of this new combine is estimated at about 125 r 
lion rubles yearly. 
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However, as life has shown, this incentive system, and 
articularly its application, suffers from serious defects. 
articularly, it fails to assure compensation to the main 
reators of the new technology; premiums are distributed 
n Small amounts to workers, many of whom do not take 
art in the development of this new technique. The direct 
articipants in the working out and introduction of new tech- 
ique — designers, technologists and shop workers — fre- 
uently receive lower premiums than the administrative 
taff. Thus at the Kharkov tractor plant the average pre- 
nium paid out for development and introduction of new tech- 
ique during 1957 and the first half of 1958 amounted to, 
or leading workers, on the average 4,000 rubles and for 
eSigners and technologists, altogether, 300 rubles. In the 
falysheva transport machinery plant during the same pe- 
iod, the premiums of the administrative staff averaged 
nore than 3,200 rubles while the engineering-technical 
taff got 380 rubles. Such a situation cannot be considered 
S normal. 

The existing incentive system does not take into account 
he differences between establishments in terms of scale 
nd type of production. The mass production and serial 
roduction establishments are in a more favorable situa- 
ion with regard to the amount of premium than the individ- 
ial and small-scale producers, At times the workers ina 
lant do not even know the kind of work covered by 
remiums and the amount of premium to be paid for fulfill- 
nent of a given task within the established period. The 
oncept described above, of basing premiums on the fulfill- 
nent of certain levels of work, is violated. As a result, 
he stimulating effect of the premium system is to a conSid- 
rable extent undermined, since after a lapse of time the 
yorker forgets what kind of work he has accomplished and 
yhat premiums he is entitled to. It is obvious that the first 
ondition for the effective operation of the premium system 
s for the workers who create the new technique to be in- 
ormed as to the conditions under which premiums will be 
aid. Unfortunately, this is rare. Thus the Moscow city 
ovnarkhoz and the Leningrad sovnarkhoz only in June 1958 
stablished a definite procedure for working out and intro- 
ucing new technique with enumeration of premium payment 
o the participants. This situation has continued to exist in 
959. Thus the Moscow city sovnarkhoz established a pro- 
edure for 1959 only last May. 

In order to fully take advantage of such an effective meth- 
d for stimulating new technology as the premium system, 

t is necessary to critically examine the existing situation 
fith the aim of establishing this system in all branches of 
ndustry (and not only in machine building), and to eliminate 
he shortcomings of the present system. In particular, it 
7ould be worth considering the granting of bonuses to spe- 
ific engineer -technical workers in sovnarkhozes who ac- 
ively take part in the creation and introduction of new 
echnique. In carrying through many technical undertakings 
n the machine building enterprises, there take part scores 
f planning, designing and scientific-research organiza- 
ions, and suppliers of various aggregates, articles, new 
aaterials, etc. In this connection it is important to estab- 
ish a proper coordination of all this activity so that all 
articipants may simultaneously fulfill their tasks. Such 
rganizing work is being done by specialists of the sovnar- 
hoz, leading engineers and others. In our opinion they 
hould receive premiums for carrying out important as- 
ignments in working out and introducing new technique. 

‘It is important to note the specially stimulating effect on 
1e introduction of new technique by the use of control tasks 
or fulfilling the production program. This is especially — 
portant for development of progressive types of rolling 


mills and production of heavy machinery in whichat the pres- 
ent time the volume of production is measured in tons or 

in monetary terms. Thus, we know of the inadequacies of 
the existing system of setting goals according to the num- 
ber of tons produced in the metallurgical industry. Such a 
system does not stimulate the output of rolled metal, forg- 
ings, castings with low specific weight indexes with low 
allowances for metal working. This has an importance for 
the economizing of metal consumption. Planning the volume 
of production in tons does not stimulate the expansion of 

the assortment of rolled products, especially the lighter and 
shaped profiles and other types of progressive materials, 
whose production is seriously lagging. We should remem- 
ber that in many foreign countries, there are produced 
thousands of types of profiles with greatly varying dimen- 
sions, giving the designers a wide range of choice in select- 
ing the most suitable parts for machine designing. Due to 
our limited assortment of rolled products, the designers 
are often forced to lower the index of performance of ma- 
terials designed by these machines. It makes the designing 
work more difficult, increases the expenditure of metal as 
well as the production of these machines. It does not stim- 
ulate the struggle of the designing and construction organ- 
izations for the reduction of the weight of materials pro- 
duced and to economize on metal. 

The use of a correct system of measuring the volume of 
production plays an important role in improving quality and 
in extending the variety in production. Let ustake an exam- 
ple from experience in the textile industry. Up until re- 
cently the output of fabric was planned in running meters. 
This did not contribute toward increasing the assortment of 
cloths, particularly according to sizes. The changeover 


. toward planning the work of textile enterprises on the basis 


of new indexes (in square meters), sharply changed the sit- 
uation. It substantially extended the assortment of articles, 
gearing the output of different types of fabric on a much 
wider basis. 

Similar measures should be taken in other branches of 
industry, particularly in metallurgy and heavy machine 
building. The volume of production should be planned on the 
basis of natural measurements for each type of product, 
which undoubtedly would lead to a considerable economy of 
materials, and improve the quality and weight indexes of 
the products as well as widen the assortment. 

For quickening the tempo of technological progress, the 
most important problem today is to eliminate production 
with obsolete equipment. The elimination of several types 
of obsolete techniques would have a most favorable effect 
on many types of the same product made in different enter- 
prises. Many such products often do not enter into the pro- 
duction nomenclature of the Gosplan of the USSR or in the ~ 
plans of the various Republics. The output of such articles 
is therefore carried out without the needed control and co- 
ordination, which creates the possibility of parallel output 
by a number of enterprises of several types of the same 
product (for example, pumps, electric motors, tools, arma- 


- tures), whichare produced in different plants with entirely 


different technical levels and therefore with different quali- 
tative characteristics. Let’s take some examples. At the 
Kiev automation plant there is produced a six-spindle auto- 
matic machine model “1261M” and at the Moscow machine 
tool plant Ordzhonikidze, a similar machine tool model 
“1240-6” is being produced. Both tools have about the 
same dimensions and differ only slightly in design. But 
while the tool produced at Kiev costs 41,600 rubles, the one 
at Moscow costs 102,780 rubles or nearly 2.5 times as 
much, in spite of the fact that there is no significant dif- 


ference between them. 
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With the aim of stimulating the output of really new tech- 
nique, to popularize the best models and to expose the back- 
ward types of industrial production, one of the means of 
achieving this would be to organize every year an exhibition 
of all similarly typed products manufactured, such as ma- 
chine tools, pumps, electric motors, etc. Such an exhibi- 
tion would make possible a visual comparison of the quality 
of these products and the timely elimination of obsolete 
articles. 

It is also necessary to consider the following important 
question — how to stimulate the scientific-research, de- 
signing and testing work in the creation of new technique. 
The present system of specialized planning institutes, de- 
signing bureaus and other organizations who plan and work 
out new technique apart from the plants where there is to be 
organized the serial production of new articles, does not 
help reduce the lag in introduction of new technique. Under 
this system, the experimental models require as a rule 
considerable finishing and adjustment before they can be 
put into serial production, which prolongs the period of mas- 
tery of new technology. Thus there is a growing recogni- 
tion of the need for organizing within the enterprises plan- 
ning and design and testing divisions which take on the 
_ responsibility of planning and testing and finishing the mod- 
els created on the basis of new technique. These planning 
organizations should be equipped with a corresponding pro- 
duction base and laboratories for the conduct of the neces- 
sary scientific research and testing work. 

At the same time there is need to solve the problem of 
those planning organizations which are situated in the area 
of the corresponding enterprise, but are not subordinate to 
it. These planning organizations suffer from the above 
mentioned deficiencies of independent scientific-research 
organizations. In our opinion these planning organizations 
should become an organic part of the corresponding indus- 
trial enterprise, and where necessary should be given the 
function as the leading planning organization of the given 
branch of industry. 

The proposed reorganization of scientific-research and 
planning work should take place at the same time as other 
measures are being taken for increasing the self-interest 
of enterprises in the creation and introduction of new tech- 
nique. In some circles there is a fear that the subordina- 
tion of these independent planning organizations to the enter- 
prise in their area will endanger the execution of the large 
scale research in the development of new technique. These 
fears are based on the premise that at the present time the 
heads of enterprises are primarily concerned with carrying 
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out their plans for serial production on the basis of exist- 
ing production methods and thus center all their attention 
on current production goals. The realization of the above 
outlined propositions for the perfection of planning and 
stimulation of production will eliminate this abnormal sit- 
uation and will assure the self-interest of directors of 
enterprises in the performance by the subordinate scien- 
tific-research and planning institutions of the long range 
problems of technological progress. 

ORK 

We have examined only some specific factors, contribu- 
ting to the development of new technique, and these, of 
course, do not exhaust all stimuli which could be used for 
speeding the development of technology. Thus, we did not 
concern ourselves with such stimulating factors as the 
regulation of wages for specialists and the elimination of 
serious inadequacies in wages for some of these categories: 
questions related to methods for collective incentives in 
establishments, questions of specialization in plants, the 
procedure for financing work based on new technique, the 
problem of unification and typification of parts, particular 
assemblies and the machinery, as well as the technq@logicall 
process. A great stimulating role is also played b 
regulation of the system of confirming planning goals, 
rules for testing and accepting models of new technolo 
and their inclusion in plans for serial production. 

It is necessary to fully utilize all stimulating factors 
with the aims of speeding the development and mastery of \ 
new technique, the introduction of which will have a pro- 
found economic effect. Thus in machine building in 1959- 
1965, the general economic effect as a result of the intro- 
duction of specialized machine tools only, according to 
present calculations, should consist of about 14 billion 
rubles. Calculations show that the general effect of the 
planned modernization of machine tools for 1959-1965, will 
come close to 2.8 billion rubles. The realization of the 
contemplated measures for the introduction of modern 
methods of welding will result, in the seven-year period, 
ina 20-million ruble saving. The general economic effects 
from the introduction of continuous production lines for 
1959-1965 are approximately 3.5 billion rubles with ex- 
penditures on their organization of about 0.7 billion rubles. 

The speedy mastery and wide application of new tech- 
nique in all branches of the national economy will have a pro- 
found significance for the rapid realization of the historic 
decisions of the 21st Congress of the Communist Party of 
the Soviet Union for the creation of the material-technolog- 
ical basis for communism in our land. 
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N. Lebedinsky: 


_ The further rise in the economic potential of our country 
and the people’s living standards should be sought for mainly 
through the increase in labor productivity. During the 
seven-year plan the productivity of labor in industry will 
grow by 45-50%, in construction by 60-65%, railway trans- 
port by 34-37%, on the sovnarkhozes by 60-65% and on the 
collective farms it will just about double. In view of the 
Be ievied control figures for shortening the work day and 
work week, the hourly increase in labor productivity should 
reach an even higher figure. 

On the basis of the increased productivity of social labor 
nd the maximum mobilization of internal resources in all 
ields of our national economy for the seven-year plan, the 

| roduction costs in industry, transport, construction and 
m sovnarkhozes will decline by some 850 billion rubles. 


his sum is about 45% of the government capital outlay for 
he execution of the seven-year plan. Without such a reduc- 
tion in cost it would be impossible to carry out the pro- 
jected plan for capital construction. 

The decisive condition for the growth of labor produc- 
ivity under socialism is through the increase in technical 
equipment, improved organization, the concrete expression 
f which is the composite mechanization and automation of 

roductive processes, perfection of technology and widely 
Ereloped industrial specialization. 

: KK 

In the years of Soviet power our land has achieved great 
successes in improving the technical equipment of labor in 
all branches of the economy. The productivity of labor in 
industry has increased tenfold in comparison with 1913 and 
its electrical equipment more than 20 times. These 
figures testify to the vast scale of work in the basic techni- 
cal reequipment of industry. 

In many branches of the national economy the specific 
weight of mechanization of basic processes has reached 
100%. Thus in mining the work of cutting, sorting, cleaning 
and loading coal into railway cars has been fully mechan- 
ized. In the lumber industry the level of mechanization of 
rolling, supplying and transporting the timber to the large 
wood-processing establishments has reached over 90%. 
Plowing, sowing and harvesting on the state farms are 99- 
100% mechanized and in the entire national agriculture, in- 
cluding collective farms, the level of mechanization of these 
operations has reached 90-98%. In construction the level of 
mechanization of the heaviest and hardest work has reached 
95%. 

In recent years there has taken place an ever greater use 
of automation. Many of the technological processes in fer- 
rous and non-ferrous metallurgy, in oil refining and vari- 
dus branches of the food industry, are automatically con- 
trolled according to a prescribed regime. A high level of 
automation has been attained in the thermalelectric stations 
where control of the combustion process has been automated 
ip to 83%. The hydroelectric stations are almost fully auto- 
mated, and nearly half of them are not telecontrolled. 

In the Kazakhstan state farms tests are presently being 
made with tractors equipped with automatic devices invented 
oy the tractor driver I. G. Godinov, of the virgin soil state 
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farm “Irtyshhskii.” This invention opens broad new per- 
spectives for technical progress in agriculture. This sig- 
nalizes the introduction of automatic and telemechanic 
equipment into an entirely new field — into agricultural pro- 
duction. The application of automatic technique in agricul- 
ture will lead to a sharp increase in labor productivity in 
one of the most labor consuming branches of our economy, 
and will hasten the transformation of collective and state 
farm labor into a form of industrial labor on the basis of 
new technique. 

The technical re-equipment of our national economy is 
based on the primary development of heavy industry and its 
control core, machine building. The quantity and structure 
of production in machine building determines in a decisive 
manner the tempo and direction of technical progress in all 
branches of production. The output of the machine building 
and metal working industries has increased 240 times as 
compared to the pre-revolutionary period. The supply of 
metal cutting tools consisted in 1913 of less than 100,000 
and at the present time is close to two million units, while 
the supply of forge-press machinery rose from 18,000 to 
nearly 400,000. In the machine building enterprises there 
now operate hundreds of automatic lines which are turning 
out equipment for the first automated plants. Our machine 
building industry at the present time turns out daily 80% 
of the annual production of the machine building, metal 
cutting industry of Czarist Russia. 

One rolling mill “2500,” now being produced at Novo- 
Kramatorski Plant, will turn out more rolled metal than the 
entire pre-revolutionary metallurgical industry.. The ca- 
pacity of 5-6 turbines produced by the Leningrad Metallur- 
gical Works “Lenin,” exceeds the power of all Czarist elec- 
tric power stations. The modern excavator replaces 7 to 8 
thousand ditch diggers, which is still far from reaching the 
limit of the possibilities of excavating machinery. In its 
productivity, power and durability, our native equipment 
and machinery, as a rule, compares with the best of foreign 
lands and in many instances excels the best foreign models. 
Our machinery is meeting with growing demand abroad. 

The tempo of technical progress in enterprises depends 
to a large extent on the activity of the plant leaders, en- 
gineering-technical personnel and workers. Particularly 
favorable conditions for unfolding the initiative of large 
sections of our working people will be created as a result 
of the new direction, set in 1957, for the rebuilding of our 
industry and construction work. 

In the enterprises of socialist industry, transport and con- 
struction there are being systematically realized measures 
for the perfection of technological processes, mechaniza- 
tion and automation of specific branches resulting in impor- 
tant economies for relatively small capital outlays. As to 
the nature and economic effectiveness of this work which is 
daily being carried out in tens and hundreds of enterprises 
in different fields, we can judge from the following facts, 
taken from practical experience from a number of enter- 
prises in recent years. It should be stressed that these 
enterprises are by no means exceptional in regard to their 
tempo of technical progress. The examples cited below 
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indicate the general tendencies and results of technical 
progress attained in the majority of socialist enterprises. 

During the past three years the Urals aluminum works 
has introduced a number of different technical improve- 
ments, rationalizing methods and inventions which raised 
the level of mechanization and extended automation into the 
process of production of aluminum oxide and alunimum. 
Thus, in the wet grinding division there was automated the 
loading of milled bauxite, the measuring of revolving solu- 
tions, shifting the flow of sand with a classifier, controlling 
the pressure before the hydrocyclone and controlling and 
regulating the temperature of the bearing. All equipment 
for automatic control, regulation and communication is con- 
centrated in one place and mounted on a central control 
panel. The savings effected by the plant through such a 
composite technical improvement (with the resulting in- 
crease of productivity, release of labor and material econ- 
omies) consisted of 236,000 rubles per year. In the produc- 
tion of aluminum oxide in 1957-1958 work was also com- 
pleted on the automation of the pumps, distribution of the 
aluminum mix, automation of the supply of mazut, etc. The 
over-all annual savings resulting from the many measures 
taken to perfect the production of aluminum oxide amount 
to 519,000 rubles, with a capital outlay of 1,063,000 rubles. 
Automation of the continuous leaching division is to be 
completed in 1960 and will result in additional savings of 
600,000 rubles with a capital outlay of 700,000 rubles (hence 
these expenditures will be paid off in a few years). 

The plant worked out a plan which was presented to the 
Sverdlovsk sovnarkhoz for study, calling for the further 
automation in the production of aluminum oxide in 1959- 
1960. The execution of this plan, callingfor anoutlay of 1.1 
million rubles for the purchase and installation of equip- 
ment, will make it possible to eliminate 74 workers. Fur- 
thermore, the increased productivity of the new equipment 
and reduced expenditures of electric and steam power will 
result in an economy of 4.9 million rubles. 

The significance of automatic control and regulation of the 
aluminum industry is not only in its economic effects; in 
view of the health hazards characteristic of this industry, 
the most important effect will be in making the work easier 
and more healthful. The plant has already perfected plans 
for the automatic regulation of the electrolysis process and 
expects to automate all the aluminum electrolysis baths. 
Plans have been worked out and partially put into effect for 
the composite mechanization of the electrolysis operations 
with the simultaneous introduction of new technique for 
processing electrolyzers. After the completion of these 
measures the Ural aluminum works will become fully auto- 
mated and mechanized, eliminating 250 workers with an 
annual saving of 8,800,000 rubles at a capital expenditure 
for the purchase and installation of equipment of 7,400,000 
rubles. 

Let us consider an enterprise with a different character 
and technological cycle, the Balkhashki mining-metallur- 
gical combine. The energies of the administrative staff, 
engineers and worker-rationalizers have been directed to- 
ward raising the mechanical level of production and the 
introduction of automation, which made it possible in recent 
years to substantially raise the productivity of the existing 
equipment, to increase output over the existing production 
levels, to reduce the number of manual workers, cut the 
consumption of materials and electric power and improve 
working and safety conditions. 

A typical example is provided by the Balkhzheski crush- - 
ing combine. During the past five years the plant has car- 
ried through a number of measures to automate the equip- 

ment. As of the first quarter of 1959 there were set up 104 
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automatic installations and controls, with central control 
panels for heavy, medium and light crushing. The plant set 
up automatic regulation of conveyor belts and automatic 
protective devices against breakdown of conveyor belts, 
apparatus for automatic control of the pumps, automatic 
lubrication of the mechanism, automatic brake control cf 
conveyors and other automated machinery. 

As a result of the many automatic installations there has. 
taken place a considerable improvement in the technical- 
economic indexes of this plant. The labor force in 1958 wa) 
55% smaller than in 1953, the amount of ore processed per 
worker 213%, the processing costs 62%, expenses for the 
conveyor belt 35%. 

At the Balkhashskov copper smelting combine there has 
been established in recent years a central control of the 
charging operations, the preparation of fluxes has been 
mechanized, the fuel regime of the reverberating furnaces” 
automated. There was also introduced automatic control of 
the dust and exhaust pumps, apparatus for automatic pro- 
tection of the air-blast machinery, and automatic regulatior 
of the pumps. The general savings as a result of these 
measures exceeded 2 million rubles. 

All mechanization and automation work at the Bal 
combine has been carried out mainly with its own resovrce; 
This fact, in light of the above-mentioned data as to the 
economic effects of these measures, speaks for itself. 
testifies to the inexhaustible inner resources for raising 
the technological level of production, which are to be foun 
in every plant and which can be utilized, depending primar- 
ily on the initiative of the entire collective and its leader- 
ship. At the same time one should not overlook the nega- 
tive aspects of such a procedure where resources for de- 
signing and preparing the automation and mechanization 
equipment are drawn from the enterprises where they are 
being installed. Undoubtedly, the composite mechanization| 
and automation of industry will advance at the most rapid — 
pace and will yield the highest economic effect only when — 
the machine and tool building industry will set in motion 
highly specialized mass production of such machinery, | 
mechanisms and apparatus which are needed for the com- 
posite mechanization of nearly all branches and processe 
of production and such instruments which are standard ~ 
typical elements of all automatic installations. Thus we — 
speak of mechanized instruments, means for mechaniza-— 
tion of loading and unloading of transport work, of various 
data computing units which are basic elements in electric 
and radio-electronic systems of automatic control and 
direction, etc. 

It is recognized that the best effects are achieved under 
those conditions where mechanization and automation is — 
accompanied by an improvement or basic renovation of 
technology. Experience has shown that attempts at automa 
tion of industrial processes on the basis of the technology} 
used under conditions when non-automated equipment was 
employed, does not give the desired effect, and in some im 
stances the cost of production with such automation even 
rises aS compared with the previous production methods. 
Onthe other hand, in designing new technology, it shoul 
calculated on the use of modern methods of composite auto 
mation and mechanization. It should be noted that many 
technological processes cannot be technically realized witl 
out full automation. A classical example is that of atomi 
power. Similar processes are to be found in many brancl 
of industry, although, as a rule, they are far from being 
complex as the process of releasing nuclear energy. Fo 
example: 

At the Novo-Ifimsk oil refinery until recently there wa 
a wasteful burning of a large quantity of gas. The proble 
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onsisted in utilizing this valuable fuel in electric power 
rations. The main technological difficulty consisted in this 
- that the pressure and the lines of the jet gas were insuf- 
cient and unstable and that it was necessary to stabilize 
lem and bring them up to a given level. To accomplish 

iS aim it was found necessary to install in the pipe lines 
automatic regulation of pressure and special values with 
lectronic remote control, thus assuring the proper regula- 
on of the gas supplied to each boiler of the electric power 
tation. Only on this basis was it possible, after installa- 
on of the automatic apparatus, to solve a seemingly simple 
roblem — utilizing the gas for generation of electric pow- 
r. The economic effect of this measure can be expressed 
y the following figures: cost of the automatic apparatus 
00,000 rubles, while the annual saving exceeded 2.5 million 
ables. 
2K 

_AS we evaluate our achievements in improving the tech- 
ical equipment of our industry, we should not forget that 

1 many enterprises and even in entire branches of industry 
1e Situation is far from satisfactory in this regard. It will 
rill take a great deal of effort before we can reach and 
irpass the labor productivity of the USA which in industry 
2-2.5 times greater than ours, with the gap being even 
ider in agriculture. 

| In machine building in the USSR the specific weight of 
anual labor is about half of all labor expenditure. About 
le Same Situation exists in woodworking. There is a high 
ercentage of manual labor in mining and many other indus- 
ies. This is largely to be explained by the fact that our 
lain energies thus far went into the mechanization and 
itomation of the basic technological processes where rela- 
vely high indexes were attained, while the auxiliary opera- 
ons received much less attention. Therefore in the auxili- 
ry sector of industry the proportion of workers is much 
igher — consisting of nearly half. Only in the loading and 
uloading and transport work in industry there are em- 
loyed about 2.5 million persons and in repair shops and es- 
blishments more than 2 million. In the machine building 
dustry more than half a million workers are employed in 
ner plant transport (moving materials, products, waste). 

| harvesting and other types of heavy non-industrial labor 
uly 20% of the workers use machinery, while the work of 

ie others is entirely non-mechanized. Nearly a million 
orkers are occupied in entirely nonproductive labor in de- 
artments of technical control. Automation of control 
yerations and the development of centralized preparation © 
‘instruments and technological equipment in modern, 
yecialized plants would help to release many hundreds of 
ousands of persons and tens of thousands of machine tools 
r use in basic industry. 

Considering the fact that in the professions mechaniza- 
on is very weak or entirely absent (let alone many other 
camples that could be cited), it is sufficiently clear that 
ere is still an enormous field for further mechanization. 
ven wider horizons open up for automation. Here, in fact, 
uly the first steps have been taken, with the main battle 

ill to be fought during the coming seven-year plan. 

As already indicated, the scale and tempo of mechaniza- 
on and automation are being retarded by the failure to pro- 
ice sufficient numbers of certain types of machinery, 
echanisms and automatic devices. For all the varied no- 
enclature of the machine building production and the im- 
sing scale of its output, it still fails to meet the demand 

r automation and mechanization. The output of mecha- _ 
zed instruments as well as loaders, power trucks, cranes, 
sting equipment is still inadequate: the types of these 
echanisms are still very restricted. The situation is 
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particularly bad in the field of installations for continuous 
transport. There is, as yet, no centralized, Specialized 
production of conveyors. The enterprise needing them is 
forced to build them with its own resources. It is not sur- 
prising that such conveyors are very expensive and their 
technical qualities quite low. In our plants and factories 
we still don’t have automated propelled conveyors with 
address distribution of the transporting article — which 
have long been in use abroad. 

There is a serious shortage of various types of data units 
performing mechanisms and starter-regulating apparatus. 
There has been little growth in the production of many types 
of instruments, particularly transmission level meters, 
contactless separators, devices for measuring viscous 
mediums and loose materials, as well as instruments whose 
action is based on the properties of bimetallic films. For 
several years the production base for making instruments 
and equipment for automation has lagged behind the needs 
of our national economy. Further, even in instrument build- 
ing technical progress has been insufficient. A large part 
of the new designs of instruments and apparatus worked out 
by the scientific-research institutions are not brought into 
the instrument producing plants for long periods of time. 
Thus, of 117 types of instruments worked out by the chief 
designing bureau in the field of pyrometers during 1956- 
1958, only 37 have been put into production, and even these 
have in many instances been produced on a smaft scale. 

With mechanization and automation there is an ever in- 
creasing demand for electro-mechanical articles, especial- 
ly low voltage apparatus, cables and electric motors (es- 
pecially low power motors). Unfortunately, these require- 
ments are being met on a very limited scale, which is due 
to the restricted scope of its production base. 

Very considerable effort on the part of the scientific- 
research institutions and designing bureaus has gone into 
the solution of the problems of automation and mechaniza- 
tion of industrial processes. If the work of only one insti- 
tution — the Institute of Automatics and Telemechanics of 
the Academy of Science of the USSR -- had been carried into 
life on a large scale, it would have resulted in very large 
savings for our government during the seven-year plan and 
would have released tens of thousands of workers and ad- 
ministrative personnel for use in other fields. We shall 
cite a few examples of the work of this institute. 

In 1958 the Institute for Automatics and Telemechanics 
together with the Designing Bureau for Automation and 
Mechanization of the Petroleum and Gas Industry intro- 
duced automation in a number of petroleum enterprises. 
Experiments in the exploitation of automated wells showed 
that if during the seven-year plan automation were extended 
to 70% of all wells in the USSR this would permit the elim- 
ination of 23,000 persons and the general savings would 
come to about 1 billion rubles. 

In ferrous metallurgy the above Institute, together with 
the Central Laboratory for Automation in the Construction 
Ministry of the RSFSR, and several other organizations con- 
ducted work for increasing precision of rolling mills. On 
the thin-sheet rolling mill “1450” of the Magnitogorsk metal 
combine, it is planned to carry through this year industrial 
tests of a system of automatic stabilization of heating 
temperature of metals in automatically built cages. The 
use of this system would permit a twofold lowering of the 
average permissible thickness of sheet with a lengthening 
of strip by 4%. For one thin-sheet rolling mill this would 
permit a250,000-tonincrease of rolled metal without in- 
creasing the expenditure of iron or steel. The introduction 
of this automatic system in all thin-sheet rolling mills 
would result in an annual saving of several hundred 
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thousand tons of metal. 

Many valuable instruments, apparatus and methods for 
automatic regulation have been worked out by other scien- 
tific-research and designing organizations, working in the 
field of automation and instrument building. However, the 
problems of automation and mechanization in this seven- 
year plan are so great that the existing scientific-research 
base cannot fully assure their solution. It will be neces- 
sary to take much more energetic measures. A no less 
important matter is the regulation and coordination of the 
scientific-research and designing activities so as to im- 
prove their quality and effectiveness. It is known that due 
to the lack of close coordination there often occurs duplica- 
tion of effort. The scientific-research organizations and 
designing bureaus do not sufficiently utilize the latest 
achievements in physics, chemistry, electronics and cyber- 
netics in working out new automation and mechanization 
methods. One of the main directions for improving the or- 
ganization of scientific-research work should be the for- 
mation of leading institutes which would coordinate and 
would assure a united technical policy. The main role in 
giving direction to the scientific-research activity in dif- 
ferent branches of industry falls on the Government Scientif- 
ic Research Committee and the recently created Committee 
of the USSR Council of Ministers, for Automation and Ma- 
chine Building, 

oo eA 

In the control figures for 1959-1965 there is envisioned 
a considerable stepping up of the tempo of development of 
branches of machine building so as to provide the national 
economy with the most important types of mechanization 
and automation. It is expected that the output of instru- 
ments will reach 18.5-19,2 billion rubles, which means a 
2.0-2-6-fold growth during the seven-year period; this in- 
cludes the output of mathematical calculating machines, 
which should increase 4.5-4.7 times. The output of low 
voltage apparatus at the end of the seven-year period will 
exceed its 1958 level by 5.2 times. There will take place a 
sharp increase in hoisting-transport and loading-unloading 
equipment. 

The machine building industry itself should experience a 
notable rise inits technical level. During the seven-year 
period it will receive over 1,100,000 new high production 
metal eutting machines, whichwill make it possible to take 
out of production over 600,000 worn out and obsolete ma- 
chine tools and will bring up the toolreserve to 2,500,000 units, 
Among the most advanced types of equipment to be intro- 
duced into machine building plants during the seven-year 
period, there will be 1300 automated and semi-automated 
lines. There willbe a substantial growth inthe reserve of 
forge-press machinery and in the first place, on account of 
the automated forge presses, mechanical presses and 
forging machines. 

All this will basically strengthen and widen the material- 
technical basis for mechanization and automation. It would 
however be incorrect to assume that the achievement of the 
control tasks set for the means of mechanization and auto- 
mation will permit the full solution of all problems in this 
field. The more rapid tempo of technical progress high- 
lights the importance of more rapidly increasing the facil- 
ities for mechanization and automation and the task before 
the scientists and technicians is to guarantee the attain- 
ment of these control tasks ahead of time. 

The rapid increase in the production of machinery, 
equipment and apparatus used in composite mechanization 
and automation should be accompanied by a qualitative leap 
in the character of the technique and technological proc- 
esses in the field where it is being used. Only then will it 
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be possible to achieve an upsurge in the productivity of la- 
bor which can be measured not in single or ten percentage; 
but in hundreds and thousands of percentages. 

It is generally recognized that the transiticn from under: 
ground digging to open operations with the help of modern 
multi-cubic excavators, terrace bridges, earth pumps and 
similar techniques will result in a 5-6-fold rise in labor 
productivity and lower costs 3-4 times. But such a transi- 
tion to basically new technology is possible only as a re- 
sult of a sharp change in the design, power and productivity 
of the suction dredge machinery. Every time we find a 
many-fold rise in labor productivity, we also find that it is 
achieved by sharp changes in the technological processes 
as well as in technical equipment. 

One of the important directions for technical progress ir 
the seven-year plan period, which will lead to a sharp rise 
in labor productivity, is the extensive replacement of theo! 
methods with continuous production processes. Of special 
interest in this connection is the so-called rotor automatic 
line, worked out by a group of designers headed by L. N. 
Koshkin. This line differs from all the other automatic 
lines in that it is able to handle various operations. 
tirely different character and duration, with the pro 
of articles taking place in the course of their movememt. 


extent is not dependent on the time required for the produc 
tion of separate parts. It should be stressed that the pri 
ciples on which the rotor lines are based and which are no 
used in machine building, can be applied in many branches 
of production, particularly in the production of plastic arti 
cles, rubber, etc. There is need for drastic measures 
speeding the production and wide application of these lines 
Available data point to the fact that the cost of rotor lines 
is much lower than the usual automatic lines and their pro 
ductivity many times greater. 
Important results can be obtained from the use of a sys- 
tem of self-regulating and automatic direction of techno- 
logical processes. The direction is determined by. objec- 
tive data placed in electronic computing machines and doe: 
not depend on the qualifications of the operator. These sys: 
tems are being applied, in the Seven-year plan period, 
mainly in the chemical, petroleum and related industries 
where the technical regime is continuous and where its 
optimum operation depends on many different and complex 
factors. In the direction of such processes even a quali- 
fied operator is unable to grasp quickly enough the instru- 
ment readings, the changes in the technological operations 
and to make decisions which would immediately eliminate, 
much less foresee, undesirable deviations from the opti 
regime. Such problems can only be handled with the help 
quick-acting electronic calculating machines which he 
information in the course of operations, quickly evaluate — 
these data and if necessary give orders for changing one fe 
another parameter of the technological process. It should 
be noted that certain thermochemical and similar produc- 
tive processes are not sufficiently understood soasto — 
enable the operator to know in advance its optimum regim 
In such instances the cybernetic regulating systems are 
not only able to maintain a given operating regime but als 
to improve it on the basis of experience accumulated in 
operating certain equipment. 
The introduction of automatic equipment for the active 
control of quality not only replaces a whole army of in- 
spectors but in general precludes the possibility of spoil- 
age. 
Automatic electronic calculating and informational tech: 
nique should also find wide use in planning, estimating a 
administration. These functions at the present time occ 
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ore than 2 million persons. Automatic calculating- 
anning work considerably eases and improves the effec- 
feness of the work of economists, statisticians and admin- 
trators and will release hundreds of thousands of quali- 
>d people for work on production. 
The greater the development of mechanization and automa- 
m of the production process, the more important becomes the 
estion of the reliability of the machinery. If in the previ- 
S stage of machine production the breakdown of some 
achinery did not have any important effect on the produc- 
7€ process, now when the individual machines and assem- 
ies are united in a complex interconnection of the auto- 
atic system, a defect in one of the machines can lead to 
e interruption of the entire section of production with 
rious consequences. To eliminate these consequences 
Om possible breakdowns, enterprises must establish 
rious protective methods and maintain additional person- 
1 for control of the automatic apparatus and instruments. 
creasing the reliability of equipment under present con- 
tions of automation is one of the most important technico- 
onomic problems, deserving the most serious attention of 
ientific-designing organizations. 

ORK 
The speedy fulfillment of the task of composite mechan- 
ation and automation of production processes, set by the 
st Congress of the Communist Party, depends to a large 
tent on the organization of the work. 
There is a growing recognition of the need to regulate 
rtain problems of planning and material-technical meas- 
es to assure automation and mechanization. At the pres- 
it time plans for mechanization and automation are worked 
it in the Union Republics and consequently are not always 
ipported with the fullest resources needed for their execu- 
yn. In our opinion, the more important measures for 
echanization and automation should be included in the an- 
ial national production plans, which would better insure the 
eded financial support as well as material and equipment 
r their implementation. 
At the same time it is necessary to increase the respon- 
bility of local organs for executing the most important 
sks for the introduction of new technique. 
In addition to the perfection of planning it is necessary to 
lise the material self-interest of the collective and leader- 
ip of the enterprises in the introduction of composite 
echanization and automation, since at the present time 
any undertakings which are actively engaged in this work 
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often find themselves in a less favorable position than enter- 
prises where the leadership follows a more conservative 
policy. 

It is important to work out the scientific basis for the 
methods of determining the economic effectiveness of 
mechanization and automation. In view of the lag in scien- 
tific work in this field in practice there arise considerable 
difficulties in determining the expediency and priority for 
taking certain measures for composite mechanization and 
automation and in selecting the most important direction of 
the work, requiring the concentration of the energies of the 
scientific personnel, designers and production workers. 
The economic effectiveness of mechanization and automa- 
tion should be determined from the standpoint of the entire 
national economy and not only fromthe viewpoint of the eco- 
nomic position of the enterprise where one or another 
measure is being applied. Special attention should be given 
to methods for determining the desirability of capital expen- 
ditures with an evaluation of the previous labor costs. In- 
dexes showing the number of workers released and the sav- 
ings from current expenditures flowing from mechaniza- 
tion and automation, without taking into account the amount 
of social labor incorporated into this new machinery, do 
not give the full picture as to the economic effectiveness 
of one or another measure. 

An important role in speeding the tempo of technical 
progress is played by the popularization of the outstanding 
experiences and important information about achievements 
in the development of new technique. The 21st Congress of 
the Communist Party decided to set up no less than 50 ex- 
perimental-demonstration enterprises which can serve as 
models for the levels of technical equipment and organiza- 
tion of labor. It is necessary to quickly solve the problem 
as to which branch of industry and which particular enter- 
prise should be selected to serve as models and to proceed 
rapidly to the task of re-equipping them so that the accumu- 
lation of the latest experience of these plants could be wide- 
ly utilized in the present seven-year plan period. 

The discussion of the June (1959) Plenum of the Central 
Committee of the Communist Party of the Soviet Union on 
the basic problems of technical progress will further 
strengthen the work of automation and mechanization, will 
assure an even more rapid growth in the productivity of so- 
cial labor and will bring closer the time for building the 


material-technical basis for communism. 
OK 
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G. Anisimov: 


PROBLEMS OF ECONOMICS 


Raising the Workers’ Material Self-Interest 


in the Introduction of New Technique 


In order to carry out the grandiose tasks set forth in the 
seven-year plan the introduction of new technique is of 
foremost importance. Tens of thousands of new machine 
tools, various types of new equipment will be perfected and 
introduced into our national economy during the seven-year 
plan period, with a sharp rise in the level of automation and 
mechanization of industry. These measures will result in 
vast savings for our national economy running into many 
billions of rubles. 

The tempo of technical progress will be determined to a 
large extent by the correct organization of the material in- 
centives of the workers in the creation and introduction of 
new technique. As is well known, not all workers in our na- 
tional economy equally participate in advancing technical 
progress. Therefore it is necessary to take such addition- 
al measures of material stimulation which would take into 
consideration the various levels of participation in the in- 
troduction of new technique. 

One of the most important conditions for strengthening 
the material self-interest of workers in technical progress 
is the perfection of a system of material rewards for inno- 
vators. The system in existence up until the time of World 
War II contributed considerably to stimulating the initiative 
of the workers. The number of inventors and rationalizers 
in our country increased from 526,000 in 1940 to 1,725,000 
in 1958, while the number of inventions, technical improve- 
ments and rationalizing suggestions rose from 202,000 to 
1,816,000. The economies effected through the introduction 
of these inventions and rationalizing suggestions in 1958 
amounted to 9,721 million rubles, while in 1940 it was 904 
million rubles. In 1956-1958 alone the government 
spent close to one billion rubles for rewards to rational- 
izers and inventors. 

However, until recently serious shortcomings existed in 
the organization of rewards to inventors. Workers in indus- 
try have been inadequately compensated for their efforts in 
introducing important inventive achievements, while meas- 
ures for introducing inventions and rationalizing proposals 
have not been included in the plans of enterprises and in 
fact have been considered as “accessory” and secondary. 
The new regulations affecting inventions and discoveries, 
promulgated in May 1, 1959, eliminated many of these 
shortcomings. The resources available for material re- 
wards were considerably enlarged. Rewards for rational- 
izing proposals were increased on the average by 25%. 
There was a threefold increase in the premium fund for 
introducing into industry the ideas of inventors and ration- 
alizers. The new regulations for inventors’ premiums have 
' considerably raised the material self-interest of workers in 
Speeding technical progress. At the same time it is neces- 
_ Sary to emphasize that the material rewards are only part 
_ of the problem of using the principle of material self- 
interest of workers in accelerating the tempo of technical 
improvements. It is of exceptional importance that the en- 

tire collective of an enterprise be given a material self- 


interest in the creation and introduction of new technique 
and in the realization of the plans for development of new 
technique. 

At the present time the main form of compensation in 
enterprises is to award premiums for fulfilling and exceed- 
ing the plan in terms of gross output. Experience has 
shown that this system does not provide the needed stimu- 
lus for the continuous rise in the technical level of produc- 
tion. According to this system the enterprise is int@rested 
in working out and putting into effect mainly those m@gsure 
which can affect the fulfillment of the plan within a gi 
month or quarter period. In May 1957 changes were made 
in the practice of premiums for the fulfillment of the prog 
duction plan: bonuses were added to the basic premium di 
pending on the specific weight of the new production in- ~~ 
cluded in the program of the enterprise. However, this dic 
not solve the problem of creating an effective system of 
material incentives for mastering new technique. First of 
all, these measures applied mainly to the engineering- 
technical personnel and leading workers in the plant. Sec- 
ondly, the scale of remuneration as it relates to the specif- 
ic weight of new production, was set at very wide intervals 
so that the increase in the specific weight of new productia 
about 40% in general had no effect on the amount of pre- — 
mium. This seriously lowered the effectiveness of this 
system. Thirdly, the rewards for increased output by usin; 
more advanced production methods was organically con- — 
nected with the system of bonuses for fulfillment of the plai 
based on gross production; consequently, this system had — 
serious defects. 

In order to create more effective stimuli to technical 
progress it is necessary, first of all, to establish more © 
long range standards for material rewards to workers. 
This is based on the consideration that in order to accom- 
plish important structural changes in the material-tech- 
nical base of the economy, it will take a number of years, 

A long-range national economic plan is the foundation 
upon which there should be based not only the limits of 
growth of the volume of production and the level of labor 
productivity, but also the level of increase in the wage and 
premium fund. The leadership of an enterprise and the 
entire collective should be informed as to how the amount 
of payments will change in relation to the introduction of 
new technique and the growth of labor productivity. Unde 
such conditions the collective of an enterprise would be 
fully interested in realizing all possibilities for raising 
bor productivity on the basis of advanced technique. The 
machine building industry is the foundation for the reequi 
ment of our entire national economy. Therefore, special 
attention should be paid to the perfection of a method of m 
terial incentives for stimulating new types of production 
this field. : 

Since 1956 the machine building industry has put into 
operation a Model System of regulations regarding pre- 
miums for workers for perfecting and executing new 
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hnique. On the basis of this system the workers in this 
ustry receive annually several hundred millions of ru- 
s. Suchasystem, first of all, stimulates workers’ ini- 
ive in the machine building industry in the struggle for 
hnical progress, and increases the economic effective- 
is Of new machinery and equipment. However, the Model 
stem was worked out in connection with the practical 
rk of the Ministries. With the reorganization of the di- 
tion of industry and construction no changes were made 
chese regulations in the new situation. The enterprises 
| organizations, as before, in order to receive premiums 
completion of each task, have to present to the higher 
sans (now the sovnarkhoz — Council of National Economy) 
the documents formerly handled by the Ministry. Thus, 
Ryazan factory “SAM” had to present 12 documents 

the receipt of premiums amounting to 50,000 rubles. 
e “Ryaselmash” plant, in order to receive premiums of 
400 rubles, presented to the sovnarkhoz 17 documents, 
taining some 20 permits. The workers at the sovnar- 
Zz and enterprise spent much time in filling out documents 
| confirming accounts as to the effectiveness of new ma- 
nery and for premium payments, which considerably 
longed the time for payment of bonuses. This gap in 
1e between the completion of work on new technique and 
time of payment of premiums seriously lowered the 
mulating effect of the incentive payments. 
n connection with the change in direction of industry and 
istruction, the role of the enterprise has considerably 
reased. “In the new conditions,” said Comrade N. S. 
rushchev at the 7th Session of the Supreme Soviet, USSR, 
ere is an immeasurable increase in the role of the fac- 
y, plant, mine and building project in the solution of the 
yblems of technical progress. Actually, the enterprise 
the place where the creation of new technique and the 
‘fection of production technology is realized.” 
[The organization of incentives in machine building for the 
7elopment of new technique requires substantial changes. 
st of all, it is necessary to increase the authority of 
_administration of the enterprise on the matter of mate- 
l rewards to workmen. Of interest in this connection is 
-experience of the Kolomensk Locomotive plant. In the 
tor assembly division “D-42” the workers were com- 
isated on the basis of stages in accordance with a chart 
work performed. For each level of completed work, 
yn direction of the plant superintendent, the workers re- 
ved payment of their bonuses the following day. The en- 
eering-technical personnel received payment upon the 
mpletion of the entire engine assembly work at a given 
1e. The plant superintendent had the authority to with- 
d all or part of the premium of individual workers and 
rineering-technical personnel for unsatisfactory per- 
mance of the assembly work. 
The procedure of organically tying in the awarding of 
_miums with a chart showing work fulfillment based on 
y technique is now in operation in a number of 
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enterprises and has given positive results. However, the 
use of this form of stimulation is often complicated by the 
fact that many enterprises do not have the necessary re- 
sources for paying out bonuses. This is one of the real 
shortcomings of the Model System as it operates in the ma- 
chine building industry. The other shortcoming is that, 

on the one hand, the criterion for paying bonuses is the eco- 
nomic effect obtained by the introduction of technique, with 
the amount of premium being a given percentage of the ob- 
tained economic effect; on the other hand the system en- 
visages a special fund, not directly related to the economic 
effectiveness of the new technique, consisting of deductions 
from the production costs of the articles produced by the 
machine building industry. Asa rule, the general amount 
of the premium calculated on the basis of the total economic 
effectiveness of the measures for the development of new 
technique and the size of the premium fund based on deduc- 
tions of 0.3% of the cost of the articles produced, do not 
correspond. Thus, for example, in the Leningrad sovnar- 
khozin1958the general amount of the bonus fund calculated 
by the first method consisted of 60 million rubles, while by 
the second method it was 28.2 million rubles. Thus the 
sovnarkhoz had a premium fund half as large as was neces- 
sary for paying bonuses in accord with the level of the eco- 
nomic effectiveness of the planned measures. 

This contradiction is “resolved” in practice either by the 
sovnarkhoz curtailing its goals for new technique for which 
premiums have to be paid, or by a corrective introduced 
into the calculations of the economic effectiveness. An in- 
vestigation into these calculations covering four months of 
1957 of the Moscow city sovnarkhoz for instrument-making 
establishments, showed that these calculations, as a rule, 
are corrected by action of higher organizations in the di- 
rection of lowering the premiums by 1.5-2 times. Due to 
the absence of any scientific method for determining the 
economic effectiveness of new technique, in many cases 
this corrective has an arbitrary character and becomes a 
method of mechanically limiting the amount of premium. 
This gives rise to a formal relation to the calculations of 
economic effectiveness of new technique and results in un- 
certainty in the enterprises as to the availability of re- 
sources to meet the established standards. 

In order to eliminate this shortcoming it is necessary to 
solve the problem as to the sources for constituting the 
premium fund. In our opinion, the premium fund should be 
calculated on the basis of the total proceeds from the eco- 
nomic effectiveness which will be obtained from the planned 
measures for creating and introducing new technique. An 
important factor in organizing the bonus system should be . 
the obligatory corrective of the final premium amount with 
computation of the difference between the planned and the 
actually obtained effectiveness. If premium payments are 
made only on the basis of actual effect, then, as calcula- 
tions have shown, there will be no need to call upon the 
government for supplementary assistance. 
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N. Karotamm: 


PROBLEMS OF ECONOMICS 


Electrification of Agriculture During the Seven Year Plan 


In his report to the 21st Congress of the Communist 
Party, Soviet Union, Comrade N. S. Khrushchev stressed 
that “the main practical task for our country at this time 
is the creation of the material-technical basis for a com- 
munist society by a new mighty advance in the socialist 
productive forces.” A more rapid tempo of electrification 
is one of the decisive conditions for the successful con- 
struction of communism in the USSR. Electrification plays 
an important role in creating the material-technical basis 
for a communist society and is one of the main factors 
making for a powerful rise in the productive forces of our 
country engaged in building communism. 

In spite of the important advances in mechanization and 
electrification of agriculture, much remains to be done. 
The level of mechanization in many branches of agriculture 
is too low, especially in stock breeding. In crop cultiva- 
tion many auxiliary branches are poorly mechanized (for 
example, cleaning and sorting seed, etc.). In order to ef- 
fect a composite mechanization of all work connected with 
soil cultivation and stock breeding it is necessary to move 
much more rapidly toward electrification in agriculture. 

Electrification is one of the most important conditions 
for the further development and growth of agriculture in 
the seven-year plan period. It is an important factor in 
raising labor productivity and in lowering production costs 
in many branches of agriculture. 

At the present time in most farming operations, the 
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Thus, on the basis of per capita population, in 1955 there 
were in the USA 4.4 times more “electro-workers” than in 
the USSR. This is one of the main reasons for the higher 
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level of labor productivity in the USA as compared wi 


internal combustion engine playsthe decisive role. Evident] 
this situation will continue for an extended period so long 
as no technically effective solution is found for the prob- ~ 
lem of employing electric power for the mobile farming 
operations. But the mechanization of stationary and aux- 
iliary labor in farming and the composite mechanization of 
cattle breeding must and should be accomplished mainly 
with the help of electric power. 

We shall cite one example of the economic effectiveness 
of electrification of production. According to the data of 
G. A. Krisk (A. N. Bakha Biochemical Institute, Academy 
of Sciences, USSR) an adult person can perform in 
hours the amount of work equal to 2 kwh. of mechani@al anc 
electrical energy. If we calculate on the basis of 300 York 
ing days a year, then a grown person puts out 150 
of mechanical and electrical energy which can be 
used in production. In other words, a mature person can 
perform within a year the amount of work performed by _ 
150 kwh. of electric power. For economic calcula- 
tions we can use aS an index the designation “yearly electr 
worker,” the value of which, for example, in any given 
country is equal to 1/150 of the amount of kwh. of 
electric*power produced in that country. 

In 1955 there were the following number of “electro- — 
workers” in the countries listed below (according to the 


amount of electric energy produced): : 
2k KK 


The same asa % 


Population of the USSR level 
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USSR, particularly in agriculture. ; 
In 1955 in USA agriculture 20.8 billion kwh. electr 
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wer was used, which amounts to about 44.9 kwh. per 
hectare of agricultural land. In USSR agriculture in 1955 
ere was used 3 billion kwh. of electric power, which is 
2 kwh. per 1 hectare, or about 7 times less than on 

e farms in the United States. In 1958 no less than 6.8 bil- 
m kwh. or 13.9 kwh. of electric power per hectare of 
nd was used in the Soviet agriculture. According to 

e seven-year plan the employment of electric power 
agriculture should increase by about 4 times in compari- 
n with 1958. Thus, in 1965 agriculture will use no less 
an 27.2 billion kwh. of electric power. 

On November 1, 1955 there were 487.2 million hectares 
cultivated land in the USSR. Although the structure of 
ricultural cultivation will no doubt change during the 
ven-year plan (for example in relation to the increase in 
@ Specific weight of mcchinery), nevertheless, the gener- 
level will remain at about the previous position. Thus, 
1965 our agriculture will need about 56 kwh. of 

ectric power per 1 hectare of land. The rate of increased 
ed for electric power in agriculture will thus be twice as 
zh during the seven-year plan period as the rate of 

owth of electric power in our country. 

According to the calculations of the Gidrosel’electro 

ere will be a yearly need for 32 billion kwh. of electric 
wer for the electrification of Soviet agriculture. In 1955 
r agriculture received 9.5% and in 1958 21.3% of this 
aount of electric power. In 1955 the capacity of electrical 
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In 1955 in the USSR there were 5,799 collective farm hy- 
oelectric stations with average capacity of 45 kw. Under 
> Glavsel’electro in that year there were 317 electric 
wer stations with an average capacity of 428 kw. These 
ations replaced a very considerable volume of costly and 
avy manual labor. 

The cost of 1 kwh. of electric power in small and 
sdium farm electric stations is between 25 to 30 kopecks. 
ly in rare instances does it exceed one ruble or more. 
Il its use even at this cost would be cheaper than using 
man labor. It follows that it is necessary to build in 
riculture small and medium-sized thermal as well as 
droelectric stations. In our opinion, it is necessary to 
ild in the villages inter-collective power stations or sta- 
ns meeting the needs of only one collective or state 
eae. 


installations was only 3.9% of all energy used in Soviet 
agriculture. These facts prove that electrification of Soviet 
agriculture lags behind the needs of life. This lag must be 
eliminated as quickly as possible. 

The USSR has all the possibilities to catch up with the 
USA in per capita electric power production; and in agri- 
culture, in the use of electric power per unit of land. This 
task must be solved in a historically short period. The 
element of time plays an especially important role in elec- 
trification. 

However, two wrong concepts hinder the utilization of 
these possibilities. One of these, the underestimation of 
the need to build thermal electric stations, was subjected 
to justified criticism by N. S. Khrushchev in his speech be- 
fore the builders of the Volga V. I. Lenin GES in 1958. 

In our opinion the other wrong concept is the notion that 
only large and very large electric power stations should be 
built. 

The proponents of this concept usually rely on the rela- 
tively higher cost of 1 kwh. of electric power from the 
small and medium sized stations as compared to the larger 
power stations. However, from this fact it does not follow 
that it is not necessary to build small and medium power 
stations. The use of electric power is advisable even when 
the cost is relatively high. The following data supports this 
contention (showing that the cost of labor of 1 worker per 
year is about 8,400 rubles; in rubles): 


How many times the work of 
a person is more costly than 
the same amount of work 
done by an “electro-worker” 


farm, depending on local conditions. It is necessary to use 
in agriculture small mobile electric stations using liquid 
fuel, with a capacity of 15-50 kw. or more. In the villages 
it is necessary to build also small thermal stations using 
local types of solid fuel. In the building of small and me- 
dium power stations it is necessary to make full use of the 
resources of water power. The cost of building such a 
hydroelectric station is about 7 to 8 thousand rubles, and a 
thermal station about 6 to 7 thousand rubles per ef kw. of 
power. The building of medium and small stations is an 
important additional source for supplying agriculture with 
electric power. One should not counterpose these to the 
need for building large electric power stations, which are 
undoubtedly preferable. Nevertheless, the small and 
(Continued on Page 96) 
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PROBLEMS OF ECONOMIC: 


B. Svetlichny: 


On the System of Training Highly Qualified Economists 


The further development of residential building is one of 
the most important economic and political tasks of the sev- 
en-year plan. The period of 1959-1965 will largely see the 
realization of the objective set by the Communist Party — 
of ending the housing shortage in our country and of en- 
suring for each Soviet family a private and well-built dwell- 
ing. During the next seven years 15 million new dwellings 
will become available in our cities, work settlements, farms, 
Tractor Repair Stations and woodworking sites. This is 
equal to the building of 600 new cities with a population of 
100,000 each. Ever greater resources are becoming avail- 
able for city. construction. If for the development of such 
branches of industry as ferrous metallurgy, mining and the 
light and food industries, the seven-year plan calls for an 
outlay of 400 billion rubles, then for the erection of dwell- 
ings, communal and cultural facilities in cities and work 
settlements, more than 450 billion rubles have been allo- 
cated. 

Every par canane of savings in capital outlay for city con- 
struction is expressed in huge sums, running into billions 
of rubles. To find ways of economizing on these resources 
for city building is of great importance to our national econ- 
omy. 

The methods vary. Amongst the important means for 
lowering the construction costs of dwellings, cultural and 
service buildings could be listed: the standardization of de- 
sign and the industrialization of construction; the use of 
effective structural materials such as large size prefabri-- 
cated sections making it possible to employ basic construc- 
tion processes in mounting large factory-made panels and 
blocks; elimination of unnecessary scaffolding; lowering the 
height of apartments, etc. All these measures, while not 
lowering the quality of the dwellings, will make it possible 
to reduce the cost of each square meter of living space by 
10% and the cost of an apartment by 35%. Improvement in 
planning and organization of the construction of schools, 
hospitals and children’s institutions, clubs, movie houses, 
stores, will likewise save much material and lower con- 
struction costs. 

Together with these large-scale methods of conserving 
resources, we should also consider the rational planning and 
building of cities; selecting the proper location, proper 
choice of sites for commercial and residential buildings, 
economies in building thoroughfares and landscaping and in 

_determining the maximum size of the cities. 

The construction costs and the amount of current ex- 
penses from the housing fund depend to a large extent on the 
kind of city it will be — large or small, compact or spread 
out, low or high apartment buildings. The cost will also be 
determined by how the city area is utilized in planning rail- 
way lines and on the methods that will be used in recon- 
structing the city. 

Considerable possibilities for effecting economies exist 
in this field which have as yet been little studied or utilized. 
The aim of this article is to deal with some of the problems 
of economy in city building. 

The first and most important condition for effecting build- 
ing economies is the proper selection of the site. The area 


_ Settlements were erected in the Prokopyevsk-Kiselevsk 


should be of sufficient size for accommodating dwellings” 

and industrial structures, leaving necessary reserves for 
expansion. Of great importance in city planning is the nee 
to properly anticipate growth, correct deter mination of the 
direction and extent of its industrial development and the 

proper proportion between the size of population and indus 
try. 

‘Ones these important factors have been considered the 
development of the city proceeds in a planned and even wai 
Mistakes in determining the perspective for the city’s 
growth inevitably give rise to many disproportions, with ~ 
harmful effects on the city organism and increase@gcosts : 
its construction and operation. 

Just to cite a few examples. When in 1929 in Kuga s 
(later Stalinsk) the building of a metallurgical combine ywe 
begun, the city planners were unable to foresee its futule 
growth and the great attractice force this metallurgical 
giant would be for other industries. This led to an incor 
estimate as to the number of people that would settle in ~ 
Stalinsk. At first the city was planned for 17,000, later i 
80,000 and then the number was revised several times, 
about keeping pace with the growth of population. The 
ent population of Stalinsk is almost 400,000 and continaes 
grow. 

Because of the incorrect economic planning a very i 
restricted area was selected. The city is situated on a hi 
close by to the combine. After several years all possibil 
ities for further construction in the city have been fully & 
hausted, making it necessary to move to the muddy area ai 
the bottom of the hill in order to build more dwellings. T 
area requires special engineering preparations, the sinki 
of piles under the foundation of the dwellings, etc. the 
increasing the cost of every square meter of living space 
by 180-200 rubles. For further extension of the metallui 
gical combine and the building of other industries it was 
necessary to reclaim part of the Tom river. Expenses ¢ 
such work came to 150-200 million rubles. 

As the city of Stalinsk grew, other serious shortcoming 
of its early planners came to the fore. Asa result of thi 
construction of new blast furnaces, open hearths and cok 
batteries, the first workers’ settlement began to compl 
of dust and smoke; it became necessary to eliminate the 
entire settlement and move its inhabitants to another a1 
The expansion of the plant called for extensive earth wo 
All this resulted in additional costs running into hundreé 
of millions of rubles which could have been saved by m 
farsighted planning and correct selection of the site fo 
building the city and the plant. 

No less informative is the history of the building of 
cities in the Kuzbas — Prokopyevsk and Kiselevsk. In 
spite of the great promise of the vast coal deposits on 
they were situated, the construction of these cities for 
long time continued on the wrong path. Instead of build 
large residential communities outside the mining field 
small settlements were established near each mine. S 


gion. The majority of these have had to be removed bt 
cause of the opening of new coal mines. It was necess: 
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) resettle close to 100,000 people in hastily built dwellings 
- the cost of one billion rubles. In the epriod of 1930- 
955 in Prokopyevsk and Kiselevsk alone it was necessary to 
sar down close to 190,000 square miles of living space (not 
Sunting schools and children’s institutions), which con- 
amed 20% of the entire housing fund assigned for new con- 
ruction in this period. The cost of reconstruction, accord- 
ig to conservative calculations, was no less than 190-230 
lillion rubles. 

Similar examples could be cited for other coal and iron 
re basins — Donets, Kargansk, Podmoskwa, Chiatyrsk, 
rivorozh, etc. If one were to estimate the drain of these 
nplanned constructions of cities in the coal and iron re- 
ion on a national scale it would run into billions of rubles. 

At the Tom-Usinsk coal fields, which were poorly suited 
yr construction, the future city began to be built without 
ny plan for using different parts of the area for various 
mes of structures. By the time a general plan had been 
orked out the area was jammed with every type of build- 
ig, with the result that when it came to cut through the 
rst thoroughfare of the new city, the Mezhdyrechenka, it 
as necessary to pull down and move out of the way many 
ewly built houses. 

Generally in building a new city it is necessary to avoid 
y all means the erection of temporary structures which 
1 the future inevitably become obstacles for the planned 
evelopment of the city. There is an old proverb that 
There is nothing more permanent than a temporary settle- 
lent” which unfortunately holds true. Thus the need for 
alling down temporary structures often results in pro- 
ged delays in achieving a planned city. On the other 
and, insofar as temporary structures sooner or later have 
) be pulled down, they represent an unproductive expendi- 
ire of funds. 

Large material losses are also incurred in placing dwell- 
igs in unhealthy industrial zones, which makes it neces- 
ary eventually to resettle the inhabitants. In one city for 
xample, in spite of the unhealthy effects of chemical works 
nd a thermal electric station, more than 100,000 square 
eters of dwellings were erected. Upon order of the city 
uthorities, all further building was halted and the settlers 
nifted. The cost of this vast error exceeded 250 million 
ibles. 

Of considerable importance in city planning is the proper 
(location of dwelling and industrial structures and in plan- 
ing entire city districts. A major shortcoming in this re- 
ard is the dispersal of small dwelling settlements through- 
it the city. Such a scattering of dwellings necessitates 
mg road networks, sewage and water system and other 
Immunity services, and consequently increasing their 
st. 

Thus in Kursk, in order to build a water network through 
sattered settlements it became necessary to build 2 km. of 
ditional pipe lines costing 700,000 rubles, which increased 
ie cost of each square meter by 80 rubles. Furthermore, 
ie dispersal of settlements makes it more difficult to 

ply mechanization and quick mass production methods in 
mstruction, increases the need for transport facilities 

id results in the dispersal of structural resources, thus 
-olonging the construction work. All this leads to an in- 
“ease in the cost of dispersed building by 7-8% over that 
‘large concentrated structures. Building experience in 
oscow (in the Meschan region), on the right bank of Mag- 
togorsk and in other cities confirms these facts. 

The dispersal of construction sites is one of the most 
-evalent shortcomings in city building. Thus, in 1957 in 
orm dwellings occupying 141,000 square meters were built 
:* sites, in Kharkov 258 dwellings on 231 sites, etc. 
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The increase in costs of constructing each 100,000 square 
meters of living space on account of this dispersion of con- 
struction sites came close to 10 million rubles. 

Experience shows the considerable possibilities of in- 
creasing the concentration of housing construction. Asa 
result of the working out of a plan for the erection of new 
dwellings the number of construction sites in many cities de- 
clined by a third and fourth. Examples of the use of pro- 
gressive methods in planning large housing projects and an 
entire complex of buildings can be had from Moscow, Len- 
ingrad, Kiev, Kharkov, Kuibyshev, Cherepovets and other 
cities. 

Thus of great importance in carrying through new con- 
struction work in the cities, at least for the immediate pe- 
riod, is the conservation of the housing fund, the reduction 
to a minimum of reconstruction work requiring the tearing 
down of existing buildings and the concentration of all new 
building mainly in areas free of other structures. This will 
make it possible to eliminate the housing shortage and avoid 
unproductive expenses incurred in tearing down buildings. 

Until recently these possibilities for economies in city 


-building have not received the necessary attention. In gen- 


eral plans for the development of cities and projects for 
residential areas envisioned extensive reconstruction work 
requiring the tearing down of a large part of existing dwell- 
ings which,although obsolete, are still useful for tempo- 
rary occupancy. In 1954 and 1955 alone in carrying through re- 
construction in many cities some 600,000 square meters of 
living Space in government buildings were torn down. The 
erection of equal new space required no less than 1 billion 
rubles. It should be noted that even without the above the 
decline in living space is very considerable: thus in 1954- 
1955 due to deterioration and wear nearly 3 million square 
meters of living space was lost. 

The drain on housing resources in many cities is very 
high. Thus in Kharkov during the last five-year period 
some 45,000 square meters of living space was lost, which 
is equal to 10% ot the space used in this period for new 
Housing. In Kuibyshev in planning new construction the loss 
of old housing equalled 15% of the new construction. The 
drain from such losses only in the first stage of construc- 
tion amounted to 12 million rubles. An exceptionally large 
loss was incurred in many cities in rebuilding the main 
streets, which often equals 20-25% of new construction. 
Such methods of reconstruction on a national scale will no 
doubt result in unproductive expenses running into billions 


-of rubles. 


Considerable experience has accumulated as to more 
economic arrangements for dwelling construction where en- 
tire residential areas were built on unencumbered terri- 
tory. This is true of Avotovo, Okhta, the Moscow Highway 
in Leningrad, the North-South Region in Moscow, the Kirov 
Region in Kuibyshev, the right bank region in Magnitogorsk, 
etc. 

The more effective use of city land is of considerable im- 
portance in conserving resources. Unfortunately there are 
many examples of city administrations, because of their 
shortsighted policies in using city lands, causing the govern- 
ment undue expenses. In Kuibyshev for many years the 
area alongside the main transport lines, the most promising © 
area for future building, was used up for individual dwell- 
ings, auxiliary industrial buildings and gardens. This led 
to a situation where the most valuable city lands seemed to 
be occupied. Now that housing construction is being under - 
taken on a large scale the problem arises of either tearing 
down these structures or building on the outskirts of the 
city, which will increase construction costs by 6-8%. 

On the city lands, in addition to dwellings, industrial 
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structures and transport and community services, there is 
usually about 25% of land that is unused. These are not only 
sanitation and protective zones around the industrial areas, 
but also ravines, river beds and other lands unsuitable for 
building. In city planning very often insufficient attention is 
given to reclaiming as much of this land as possible. Here 
there are large economic reserves along the highways, city 
transport lines, water lines and the sewage system. Anal- 
ysis of a number of projects shows that it is possible to 
utilize 10% of this area, which would make the city more 
healthful and will also save considerable resources. Many 
planning organizations — Giprogorom, Gorstroiproektom, 
Lenproektom, Girpogradom and others — make exceptions 
as to the regulations on the closeness of building with the 
result that the building area spreads out to 15% above the 
normal size. The former Ministry for Metallurgy of the 
USSR confirmed plans worked out by Gipromez for the 
building of large housing projects in Temir-Tai where it 
was planned to obtain up to 25% of living space by building 
one-story houses requiring an additional 100 hectares of 
land with corresponding expenses on engineering equipment 
and auxiliary services. It is necessary to conduct a sys- 
tematic struggle against such methods of extending the area 
of dwelling construction. 

An important role in more rapidly providing city dwellers 
with housing is played by individual housing construction. 
However, in recent years many cities have taken a wrong 
approach to this type of building. The main city architects 
and many city administrations feared that small individual 
houses will “spoil the city,” will prevent its development, 
will use up land in individual structures and divert labor to 
provide them with roads, water mains, and electric facili- 
ties, and prevented the allocation of lots for this purpose. 
In many cities as many as one, two and three thousand ap- 
plications for land for individual buildings were not granted. 
This occurred in such cities as Tashkent, Ashkhabad, Kiev, 
Kharkov, Voronezh, Kuibyshev, Kalure and others. In re- 
fusing to allot this land the city authorities lost no less than 
25 to 30 thousand square meters of potential living space 
which could have been erected without any substantial cost 
to the government. 

Considerable possibilities for lowering construction costs 
are connected with the correct distribution of industries on 
city land. This has a large bearing on the cost of the road 
network, city transport and other services. Therefore, the 
distance between city buildings and industries should not 
exceed the limits required by sanitation, fire protection 
and other needs. The unreasonable extension of these lim- 
its, in addition to the inconvenience to those working in 
these industries, results in additional expenses in materi- 
als, rails, pipe lines, cables, cement, etc. These factors 
are often ignored by city health authorities who insist on 
unnecessary requirements for extending the distance be- 
tween the industrial and residential areas. 

The cities pay heavily for the tendency of some adminis- 
trations and chief architects to turn over to industrial es- 
tablishments much more land than they actually require. 
Thus for one chemical combine an area of 100 hectares was 
allotted. Many of these areas are in large part transformed 
into waste land which artifically expands the boundaries of 
the city and increases the cost of all communication. This 
also applies to the planning of shops in industrial regions 
in cities. The irrational building of industrial establish- 
ments not only leads to needless capital outlays, but also 
increases for an entire period the expenses of maintaining 
communication and other city services. 

The savings in resources connected with the correct . 

' planning of industrial construction in cities are quite 


considerable. As one example we can cite the plans for 
constructing a factory at Krasnoyarsk. An examination of 
this project showed the possibilities of cutting down the 
area by one third without jeopardizing the sanitary and fire 
protective considerations and increasing the compactness 
of construction in the factory area by 30-38%. As a result 
of this investigation in terms of possible economies in land 
area it was possible to reduce the building area by nearly 
11% and its cubic capacity by 10%. 

Investigation of other projects showed the possibility of 
reducing the space between buildings by about 30%, which” 
substantially shortened all communication lines and re- 
duced construction costs by 2-3%. In light of the vast in- 
dustrial construction now in progress, the proper planning 
of industrial projects can be counted in savings running inti 
many millions of rubles. 

Very often the development of city industrial regions 
proceeds without any planning by simply mechanically add- 
ing one new building after another without any outlook as to 
further development and the economic relation between the 
enterprises. As a result there is frequent duplication of 
roads, electric lines, water and sewage facilities iy 
auxiliary shops and industries. Often no provisions 
made for inter-connecting adjacent industrial buildin 
This greatly increases the cost of construction of city 
industrial communications. 

In order to eliminate these shortcomings it is necessar 
to work out unified projects in industrial regions which pre 
vide for a composite solution of the city planning problems 
which would comprise a general communication system for 
the group of industries. This would go a long way toward 
regularizing city planning, reduce its territory and lower 
costs of building and operation of industry. 

Further contributing to the reduction of construction 
costs would be planning on a regional scale which would in: 
clude proper location of industry, electric stations, the it 
residential area, the system of water mains and canaliza- 
tion, as well as the building of a unified and more economit 
network of railroads and highways. if 

With modern planning of regional construction projects 
there will be established in each region a unified plan whit 
would fully eliminate nonproductive expenditures of enter- 
prises which duplicate engineering work and networks. Ac 
cording to the regional plan for the Pavlodarski industrial 
complex, it was possible to plan for several industrial a 
groups and city services a unified construction base with: 
general system of engineering communication and trans- 
port network. Considerable economies were also effected 
in working out plans for the region of Krasnoyarsk GES, 
Krivorozh iron ore basin and other areas. : 

Contrariwise, failure to work out modern regional plat 
ning projects leads to many unwarrented expenditures. 
Thus a number of industries in Angarsk were located oné 
low level which resulted in insurmountable obstacles in pe 
fecting a more economical system for utilizing the hydr¢ 
electric power of the Angara. In order to avoid flooding 
these industries, it was found necessary to build two small 
er electric power stations in place of a large one, whicl 
entailed additional expenditures of materials and resour 
It was necessary to build a new railway line and bridge 
across the Angarato avoid flooding, which involved an out 
lay of 400 million rubles. And all as a result of the ab 
sence of regional planning. 

Because of the lateness in planning in the oil producing 
regions of the Bashkir ASSR there developed a situation in 
the city of Salavat where plans were made not for 150,00 
180,000 people required for the development of that regio! 
but for only 25,000 inhabitants, with one-story houses ai 
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arrow Streets. The decision to reconstruct the city will 
ow require considerable expenditures for rebuilding of 
treets, installations and the network of water lines, sew- 
Be, etc. 

Ever increasing importance is being attached to the ques- 
on of correct planning of residential regions. The erec- 
on of small dwellings in these areas inevitably leads to 

1e building of a dense network of streets, occupying at 
mes 30 and more percent of the area. Asa rule, these 
‘(reets have no value for transportation. But their building 
ad maintenance entails considerable expense. Estimates 
now that the building of each kilometer of street with a 25- 
leter width costs about 1 million rubles. Thus the erec- 
on of a network of small dwellings often no larger than 1-2 
ectares requires the construction of tens of kilometers of 
sedless streets with vast expenditures of money. 

It is necessary to use the progressive method of building 
irger blocks of houses, so-called micro-regions, extending 
ver 20-30 hectares. This will reduce the street area from 
1% to 12-15% of the general living space of the region and 
nprove the general living conditions of the inhabitants, since 
is possible to erect in these micro-regions all necessary 
ervicing and cultural facilities, parks and playgrounds. 

ity transport is designed so that it passes through the main 
treets at the boundaries of the micro-regions. It is also 
ossible to reduce the length and width of the inner quarters 
assages. Asa result the cost of each square meter of 
ving space is reduced by 15-20 rubles. With the general 
itroduction of such progressive methods of city planning 
nd in light of the vast scale of housing construction now un- 
er way, it means a Saving of hundreds of millions of ru- 
les and large quantities of building materials. In Magnito- 
orsk the cost of building only two streets — Lomonosov 

nd Kalinin — came to 1-1/2 million rubles. This could 
ave been avoided if large housing blocks had been built. 
imilar examples can be given from the experience of 
cores of other cities. 

In view of the high cost of asphalt surfacing, efforts 

10uld be made — in city planning — to sharply differen- 
ate as to the different kinds of streets. A number of large 
\oroughfares are needed to interconnect different parts of 
e city. The width of these thoroughfares should be suffi- 
ient to accommodate the estimated volume of traffic. Ac- 
ording to the Institute “Dormostproekt” of the Mosgoris- 
»lkom, the expenses of building one running meter of 

reet witha40-meter width and with a 9-meter width of the 
assages, costs 1,400 rubles, a width of 18 meters costs 
360 rubles and 24 meters 2,392 rubles. This means that 

ie unnecessary widening of the street from, say, 18 to 24 
eters increases the cost of each kilometer of street by 
30,000 rubles. 

Needless expenses are incurred in the building of wide 
sphalt inter-block passages with two-sided sidewalks ofa 
idth of 6-9 meters, when in most instances passages of 

5 meters are fully adequate. Extending the width of the 
issageways from 3.5 to 5.5 meters increases the cost of 
km. of passage by about 70,000 rubles. For inter-block 
issages it is necessary to use a lightened type of surfac- 
g, corresponding to the weight of light machines. This 

in give up to 40% in savings as compared to asphalt- 
merete surfacing with gravel base, which is used for the 
ain transport thoroughfares. 
The practice of building closed blocks of strict geometric 
ape under difficult topographic conditions calls for addi- 
ynal earthwork, basements and ground floors, which could 
we been avoided if the building terrain had been chosen 

ith greater care and if the nature of the topography had 

en taken into account in determining the type of buildings 
Zz 
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to be erected. 

Experience with building several blocks of houses in 
Saravov showed that increased cost of dwelling construction 
due to improper choice of terrain reached 50-60 rubles for 
each square meter of living space. 

; The use of geometric methods for building without taking 
into account the local topography makes it necessary to 
carry out considerable work for the vertical planning of the 
construction as a result of which the top soil is often ruined 
making it more difficult to complete the landscaping work. 
Expenses for replacing the top soil often amounts to half of 
all the landscaping costs. It is necessary to use flexible 
methods of planning and erecting building quarters with the 
aim of suiting the type of building to the conditions of the 
natural terrain, which considerably reduces building costs 
and at the same time makes it possible to use various types 
of picturesque methods in building the streets and building 
blocks. In several foreign countries such construction 
methods have been widely used. 

An important factor in lowering building costs is the es- 
tablishment of the most economical height of the structures. 
In accordance with the decisions of the Central Committee 
ot the Communist Party, Soviet Union and the Council of 
Ministers of the USSR, it is necessary to build in the cities 
mainly houses of 3 to 5 stories as being the most econom- 
ical and in the smaller cities and settlements, 2-3-story 
houses. However, there is a definite tendency in many 
cities to build 3- and 4-story houses. This is often influ- 
enced by the fact that five-story houses without elevators 
are not aS convenient. But there is overlooked the fact that 
in the new type projects the height of dwellings has been re- 
duced from 2.8 to 2.5 meters. This means that a new five- 
story house is only about 1 meter higher than the former 
four-story apartment due to the shorter and therefore 
“easier” stairways. It should be kept in mind that the cost 
of a four-story house is by 2-5 to 3% higher than a five- 
story apartment. This higher cost is to be explained by the 
fact that with the same expenditure for the foundation, roof 
and walls, the living space in the four-story house is 20% 
less than in the five-story dwelling. The cost of each ' 
square meter of space is increased by 30-40 rubles. With 
a construction volume of 100,000 square meters the in- 
crease mounts to 3-4 million rubles and on a national scale 
the increase will run into hundreds of millions of rubles. 
Lowering the number of floors from 4-5 to 2-3 results in 
other expenses since with fewer stories a larger area is 
required for the same number of apartments, which also 
increases the cost of public services. 

It follows that in medium and large cities 80-85% of all 
living space should be used for building 4-5-story apart- 
ments, preferably five stories. It is understood that these 
recommendations are not applicable to seismic regions. 

Sometimes buildings are put up in 2-3 sections, which 
creates many topographic and other complications. Lessen- 
ing the length of buildings — for example, from 4 to 2 sec- 
tions — increases the cost of each square meter of living 
space by about 2% or 20-25 rubles. Therefore, in medium 
and large cities with favorable topography close to half of 
all houses should be built in four sections, with the 3-4 
section houses making up about three-fourths of the building 
structure. 

A lowering of the cost of housing construction can be ef- 
fected by building large, centralized regional boilers in © 
place of multiple, small boilers for individual dwellings. 
This will give about a 12-ruble economy for each square 
meter of living space, not counting the substantial lowering 
of operating costs. : 

Considerable economies can be effected also in 
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landscaping. There is a widespread practice of building 
public squares by planting trees, erecting heavy and expen- 
Sive entrances, fences, granite platforms and stages, ex- 
pensive fountains, lanterns, etc. It would seem more ex- 
pedient to build lawns, living fences and growing bushes, 
planting groups of trees, building of sand and-gravel paths 
in place of asphalt with granite sidings, getting away from 
expensive entrances, etc. This is not only incomparably 
cheaper but also more attractive. Calculations made by the 
Academy of Construction and Architecture of the USSR 
Showed that the introduction of such progressive methods of 
(es will reduce costs on this work by no less than 
10%. 

An important problem requiring special investigation is 
that of the maximum size of the city. It is known that the 
bigger the city the greater the requirements for organizing 
transport, building bridges, overbridges, digging complex 
and costly water pipelines, canalization, etc. With increase 
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in the city’s size the problem of feeding the population, 
particularly supplying fresh vegetables, becomes more com- 
plex. In large cities it becomes necessary to build subways, 
and although this is an attractive form of transport, it 
should not be forgotten that each kilometer of tunnel costs 
about a hundred million rubles. Many of these problems 
are very easily solved in small and medium sized cities. 
On the other hand, in very small cities it is costlier to build 
and operate public services. The scientific determination 
of the optimum size of the city would make possible large 
economies in their operation and administration. This is 
one of the most important problems of economic sci- 
ence. 

The potential sources of economies in city building are 
inexhaustible. The fuller utilization of these sources — 
this is the task of economists, architects and builders. 
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VN. Buzulukov and S. Kamenitser:* 


n the System of Training Highly Qualified Economists** 


At the present stage of our country’s development the 
le of economic study has grown as never before and in 
1e future it will continually increase. This is determined 
the great increase in the scale of production, by funda- 


ental changes in its structure, by the expansion and great- | 


r complexity of economic ties between regions of the 
untry and within individual regions, between branches of 
oduction, and so forth. Working out national economic 
ans, particularly perspective plans, determining the most 
fective means of developing production, selecting the best 
riants for the introduction of new technique and the ra- 

ional directions of capital investments, preventing possi- 

le disproportions in the national economy, correctly util- 
ing such economic levers as prices, profits, premiums, 
ges — this is a far from complete list of the problems 
sed to economists. 

Not one of these questions can be decided without a pro- 
dund study of the operation of objective economic laws, a 
ood knowledge of production, its technique and technology, 
nd a mastery of statistical methods and economic analysis. 
‘he economist must meet all these requirements. He must 
pproach the solution of each question by considering the 
aterests of the national economy as a whole, he must be 
ble to look ahead toward the development of science and 
schnique, to decide all questions not only fromthe point of 
iew of the present situation but also in perspective, helping 
1 this way to raise the economy to a new level. These re- 
uirements must be met by economists regardless of where 
aey are working: in a shop, economic council or a central 
lanning organ. Everywhere the economist must observe 
ae interests of the whole national economy, he must be a 
hampion of the economic policy of the party and govern- 
1ent. 

Despite the growing importance of economic work, it is 

bviously underestimated in several spheres of economic 

onstruction. As a matter of fact, the fact that tremendous 
eserves for accelerating the development of production 
ave been and are being poorly utilized in some branches of 
1e national economy, that specialization of enterprises is 
eing carried out slowly, that there are serious defects in 
1e organization of labor and wages, and that losses of val- 
able raw and other materials are tolerated, is determined 

) a considerable extent by the low level of economic work. 

lanning and economic organs do not always notice in time 

ie qualitative changes occurring in the technique and or- 
anization of production and therefore cannot come to proper 
onclusions. 

The main reasons for the lag in economic work are the 

eak economic training of many leaders of economic organ- 

rations and enterprises, of engineering-technical person- 
el, as well as the shortage of qualified cadres of econo- 
lists and their weak tie with production. Thus, according 
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to data of the CSA USSR, there are 32.2 thousand econo- 
mists working in the apparatus of the union and republic 
ministries and departments, of whom 10.2 thousand have a 
higher education, which means that 68% ot the economists 
do not have special higher educational training. In the 
apparatus ot city and regional planning organs, out of 10.5 
thousand economists only 1.5 thousand have special higher 
education. Planning organs of oblasts, territories, and 
autonomous republics are similarly supplied with econo- 
mists. In oblast and regional planning commissions of the 
RSFSR 75% of the personnel holding the job title of econ- 
omists do not have the corresponding special training. Be- 
cause of the lack of necessary knowledge many of them are 
unable to correctly plan the means of further developing 
the economy of the oblast or region. 

Matters are still worse at industrial enterprises. In the 
overwhelming majority of cases the workers of planning, 
financial and other economic departments at enterprises 
and in a number of lower planning organs do not have spe- 
cial education and the necessary theoretical knowledge to 
approach questions of developing the national economy in an 
all-sided state manner. One can name many enterprises in 
each of which there are hundreds of engineers with diplo- 
mas working but there is not one qualified economist. For 
example, at the Kirov Tractor Plant in Chelyabinsk 
more than 90% of the engineers have a higher education 
while only 3-5% of the economists have a higher education. 

According to data of the CSA USSR there are about 200 
thousand enterprises in state industry. According to the 
same data on July 1, 1955 there were 113.8 thousand econ- 
omists, statisticians and commodities experts with higher 
education working in the national economy of the USSR. Of 
these, about one half were employed at industrial enter- 
prises. Therefore, there was one qualified economist for 
an average of three enterprises, and if we exclude small 
enterprises we get one economist with a higher education 
for an average of two large enterprises. Agricultural enter- 
prises are not at all provided with cadres of economists. 
Even in large collective farms there are no economists; 
there are only accountants, and even these as a rule do not 
have the corresponding special training. In the meanwhile, 
collective farms must themselves prepare plans for the 
development of their economic activities, including perspec- 
tive plans, must determine the structure of production, 
work out crop rotation, decide questions of the choice of 
crops and the rational utilization of technique. It is here in 
particular that an economic evaluation of different variants 
of the plan must be undertaken. In actual practice there is 
no one to do this. It is with great difficulty that a task like 
determining production costs of agricultural output and la- 
bor productivity in agriculture is solved. 

A great deal of work has been done in our country to 
train economists with a higher education. Thus, according 
to data of the CSA, between 1928 and 1957 higher education- 
al institutions graduated 200 thousand specialists in the fields 
of economics and law. Nonetheless, as may be seen from 
the facts cited above, the supply of cadres of economists is 
completely inadequate for the national economy. 
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In the prewar period there were several large educational 
institutions in Moscow training economists of higher quali- 
fications, including educational institutions with an exten- 
sive curriculum. Among these were the Moscow Planning 
Institute of Gosplan USSR, the All-Union Planning Academy 
of Gosplan USSR, the G. V. Plekhanov Institute of National 
Economy in Moscow. In addition, a number of faculties 
and institutes trained engineers-economists. However, 
the All-Union Planning Academy was liquidated subsequent- 
ly and the G. V. Plekhanov Institute of National Economy 
in Moscow was transformed into a narrow-branch higher 
educational institution training cadres for trade organiza- 
tions. The Leningrad Planning Institute was merged with a 
financial-economic institute and this was accompanied by a 
decline in the student contingent. The number of students 
in Several other economic higher educational institutions 
was also reduced. As a result of this the share of econ- 
omists among specialists with a higher education declined 
from 6.2% in 1940 to 5.2% in 1957. 

Despite the great need for cadres of economists and the 
need to expand their training, there is a strange theory of 
the “overproduction” of economists in circulation among 
some leading personnel. In connection with the current 
fundamental reorganization of the work ot higher education- 
al institutions, their curricula are being revised and the 
student body is being determined anew. Under these condi- 
tions it would appear necessary to thoroughly investigate 
questions of the character of the training of economists, 
the determination of the student bodies of the corresponding 
higher educational institutions, and to deeply think through 
the whole system of training economists. However, this 
has not yet been done. The admission of students into eco- 
nomic higher educational institutions and into economic 
faculties ot universities has been sharply cut in recent 
years. In our view, the Ministry of Higher Education of the 
USSR has taken a number of unjustified measures in this 
field. Thus, in the 1955-1956 school year a considerable 
number of economists in the economics of industry were 
reclassified as specialists in labor economics, while a 
group of students from the Institute of Oriental Studies were 
transferred to the Moscow State Economic Institute for the 
purpose of reclassifying them as economists in the eco- 
nomics of industry. At the same time, many future en- 
gineer-economists in mechanized computing were hastily 
shifted to the specialty of economists in accounting, and the 
faculties of mechanized computing remaining in a number 
of higher educational institutions were curtailed, although 
even then a great need for economists in this specialty was 
felt in the national economy. 

Evidently, the need to decisively change the system of 
planning the training and distribution of young economists 
has become urgent. In our opinion it is feasible to plan the 
distribution of young cadres not according to the applica- 
tion of ministries, economic councils and other organiza- 
tions as is done now, but on the basis of scientifically elab- 
orated norms. The fact.of the matter is that many organiza- 
tions frequently present applications which do not corre- 
spond to the real requirements of production. Sometimes 
this is explained by a reluctance to replace already working 
personnel who lack special education with specialists who 
have a higher education, and in other cases by a poor esti- 
mate of the requirements for cadres of economists for 
enterprises under construction, as well as an underestima- 
tion of the importance of eccnomic work at existing enter- 
prises. If the Gosplan of the USSR and the Ministry of 
Higher Education of the USSR would really study this ques- 
tion deeper and would work out a perspective plan for train- 
ing and distributing young specialists-economists, the 
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situation would be radically changed. 

Industrial personnel are justifiably posing the question 
of the need for a legal affirmation of a regulation on econ- 
omists and propose that in this regulation, as provided in 
regulations concerning a number of other specialties, it 
should be stated that the position of economist can be held 
only by an individual who has received a special economic 
education. Insofar as the many economists-practical work- 
ers are concerned, they must be helped to obtain a corre- 
sponding theoretical training in the next few years. For this: 
purpose it is necessary to expand the network of corre- 
spondence and evening schools as well as to create special 
departments in large economic higher educational institu- 
tions for increasing the qualifications of economists. 

The economic training of engineers in higher educational 
institutions is in need of improvement. They must study 
economic questions not only in special courses, but also in 
technological and other engineering courses. A great deal 
of work carried on to raise the level of economic knowledge 
of engineers working at enterprises and institutions does 
not always ensure their proper economic training. 

One of the reasons for the weak level of economic#york 
also stems from the fact that there has not yet been’ 
plete solution to the question of the knowledge require 
specialists trained in the field of the economics of branches 
of the national economy. It is expected that economists 
will know how to generalize mass phenomena, reach corr 
scientific conclusions from them and formulate rational 
proposals. In this connection it is necessary to train econ- 
omists with an extensive background, that is, specialists 
with a good knowledge of economics as a whole and there- 
fore with a profound mastery of the methods of economic 
work in their concrete specialty. These cadres are needed 
at all links — from the enterprise shop to the economic 
council, department, and higher planning organ. The spe- 
cialization of such economists can be according to branches 
ot the national economy (industry, agriculture, trade, trans- 
port, and so forth) and according to major national economi 
problems (planning of the national economy, price forma- 
tion, labor economics, .and others). 

With the present structure of the organs of management 
in industry and construction, and in the light of the impor- 
tant tasks presented to the planning organs of union repub- 
lics, oblasts, cities and regions, the importance of training 
cadres of economists with an extensive background has 
particularly increased. Therefore, one is surprised at the 
statement of O. Kozlov and V. Girovsky* that economists 
with an extensive background were needed only during the 
early years of socialist construction while the need for _ 
their training has now passed. Comrades Kozlov and Gir- 
ovsky contrast an economist with an extensive clean 


with the engineer-economist having a branch background 
and declare that the former is no longer needed and must 

be replaced by the latter. They accept as correct the posi- 
tion of the Ministry of Higher Education of the USSR on re- 
ducing the student body of higher educational institutions 
training economists with an extensive background. In the — 
opinion of O. Kozlov and V. Girovsky the specialists traine 
for economic work in economic councils, ministries, plan- 
ning and Soviet organs, enterprises, construction sites and 
transportation, must be only engineers-economists. They 
believe that this applies equally to economists working in 
scientific-research, planning-technological and planning in: 
stitutes. If one is to agree with this and to follow this line 
a great deal of injury can be caused to the development o 
the national economy. For it is in the current conditions o! 


* See “Problems of Economics,” 1958, No. 12, p. 49. 
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-onsiderably greater complexity of inter-branch and inter- 
-egional ties, of developed combination and cooperation of 
roduction, when a profound analysis of the economic in- 
lices and structure of production is necessary, that econ- 
ymists possessing an extensive background in the field of 
sconomics are particularly needed. Many workers in eco- 
10mic councils understand this well. The Moscow oblast 
>conomic council alone requested 356 such economists this 
year. Such inquiries are also received from other econom- 
¢ councils. And how about organs of the planning system ? 
san they really conduct planning work successfully without 
sconomists of this type? Of course not. In creating, at the 
nitiative of Gosplan USSR, the Moscow State Economic In- 
stitute (MGEI) for training economists with an extensive 
sackground, a resolution adopted in 1945 emphasized that 
he MGEI must prepare “specialists for work in the system 
of Gosplan USSR, in the gosplans of union republics and 
»eople’s commissariats, as well as scientific workers in the 
‘ield of economic science.” This directive has not lost its 
significance for the present day. 
_ Branch differentiation in the training of cadres of econ- 
ymists is often defended on the grounds of the peculiarities 
if the technique, technology and economics of the different 
oranches of the national economy. But the number of 
ranches ot industry and agriculture in our country is very 
arge, and the training of economists, let us say, for the 
‘ood, machine building or other branches of industry does 
és yet solve the problem of their branch specialization be- 
ause each of these branches in its turn consists of a con- 
siderable number of smaller branches with great difference 
n technique and economics. Besides, an economist work- 
ng in any link of the national economy must now deal with 
arious branches of the economy. In the meanwhile, a :; 
rrow-branch training of specialists will not provide them 
ith the possibility of gaining a thorough understanding of 
a4 number of complex questions of the development of one or 
another branch. We may cite the example of the chemical 
ndustry. An economist working in this branch must know 
oO perfection not only the economics and technology of his 
sranch, but also the economics of the national economy as 
2 whole and particularly those branches which consume the 
yutput of the chemical industry, as well as the economics 
9f machine building which supplies equipment for chemical 
sroduction, and so forth. Analogous requirements must be 
net by economists working in machine building and in any 
Mther branch of production. 

Under present conditions economists must work in the 
most diverse links of the management of socialist produc- 
‘ion, beginning with Gosplan SSSR and ending with the enter- 
rise. The knowledge and specialization required ot econ- 
ymists in these links differs fundamentally. Therefore, it 
ollows that the training of economists should be differen- 
iated depending on the future place of work (Gosplan, eco- 
10omic council, enterprise, shop). In this connection it is 
1ecessary first of all to provide for the training of econ- 
ymists with an extensive background for the apparatus of 
yeneral state planning organs (central and local), the ap- 
yaratus of republic ministries, economic councils and 
heir managements, for the Central Statistical Administra- 
ion and its republican and oblast departments, as well as 
or the Ministry of Finance, banks and local financial or- 
rans. In the process of training and in the first years of 
york these specialists must study deeply the production and 
eculiarities of development of one or another branch so 
hat, on this basis, they will be able to analyze the eco- 
omic processes in the country as a whole and to reach the 
lecessary conclusions. 

In our opinion economists for these organs should be 
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trained by the State Institute of the National Economy (with 
a five-year period of study) which should be created on the 
basis of the currently existing Moscow State Economic In- 
stitute with an expansion in the group of Specialists trained 
here. In this kind of higher educational institution cadres 
must be trained in an extensive background and an ade- 
quately intensive specialization. In the first two and a half 
years of instruction all students would study political econ- 
omy, philosophy, history of the CPSU, statistics, law, ac- 
counting, finance, economic geography, history of the na- 
tional economy, technology and some general educational 
subjects. In the third year specialization would be under- 
taken in the following directions: national economic plan- 
ning, price formation, labor economics, finance, the eco- 
nomics of industry, construction, agriculture, transport, 
trade, material-technical supply. In addition, a great need 
has arisen to train economists in the planning of the nation- 
al economy who know how to use electronic computing ma- 
chinery. The Moscow State Economic Institute has begun 
to train such cadres. 

It should be emphasized that the study of specialized 
subjects in all courses must be conducted from a national 
economic point of view. In every course the student must 
study the economics of all the principal branches of the na- 
tional economy, and his work presented for a diploma, com- 
pleting the five-year period of study, must be on a many- 
faceted theme closely connected with the needs of produc- 
tion. 

Together with training economists in an extensive back- 
ground it is necessary to train economists for enterprises 
in industry, construction, agriculture, transportation, trade. 
Such a task, in conformity with the individual branches of 
production included in the category of the major branches 
of the national economy, can be performed by economic 
higher educational institutions in the course of a four-year 
period of training. These are higher educational institutions 
offering a narrower type of economic training. Here, the 
economics and finances of one of the major branches of the 
national economy must be studied intensively. Such higher 
educational institutions must graduate specialists who are 
able to plan intra- and inter-branch cooperation, specializa- 
tion and combination of enterprises, who can elaborate pro- 
posals for raising the effectiveness of capital investments 
and profitability in the given branch, for improving the util- 
ization of production funds. 

_ To lead production at large enterprises (work in dis- 
patching organs, planning-production organs at enterprises 
and in shops) there is a need for cadres with a good en- 
gineering education who are being trained by engineering- 
economic higher educational institutions and in special de- 
partments of technical higher educational institutions. The 
training acquired by these cadres has fully justified itself, 
such specialists have an independent sphere of application, 
and they should not be contrasted with either economists 
with an extensive background or with economists who are 
branch specialists. All three of these specialties of econ- 
omists are necessary for the socialist national economy. 
In addition, teachers of political economy trained in eco- 
nomic departments of universities are needed for techni- 
cums and other educational institutions. There is also a 
need for cadres of economists of intermediate grade for 
small industrial enterprises, large shops, small collective - 
and state farms, savings banks. These cadres can be 
trained by economic and financial technicums. Such a sys- 
tem of training economists will make it possible to supply 
our economic and planning organizations with qualified 
cadres. ir? 

An important problem in improving the training of 
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economists is that of the correct selection of pupils from 
among whom the student body of economic higher education- 
al institutions is chosen. In order to creatively grasp the 
whole system of sciences taught in economic institutes, the 
student must know production, must creatively use the 
knowledge he obtains in the higher educational institution, 
and not simply memorize the material presented in les- 
sons. Therefore, in the training of qualified economists it is 
important, to a greater degree than in the training of other 
specialists, that the future student have some vital experi- 
ence, that he know production, and having entered the insti- 
tute that he have the possibility of applying his knowledge 
to practical activity in the course of his training. There- 
fore, it is expedient to select students for economic higher 
educational institutions from among individuals who have 
an adequate period of practical work and some vital experi- 
ence. The further increase in the vital experience of the 
future specialist during the years of his training in the 
higher educational institution must be attained by strength- 
ening the bonds between the higher school and production, 
by an organic combination of the educational process with 
productive labor. It is highly desirable that student- 
economists spend a prolonged period of time in production, 
working there at first as ordinary workers, dispatchers in 
a shop, and then (in senior courses) as economists. 

The economist must profoundly master Marxist-Leninist 
theory. Therefore, in the first three years of study in the 
economic higher educational institution a great deal of at- 
tention should be paid to the study of political economy, 
philosophy, history of the party. 

An important role in the system of training the economist 
is also played by the mastery ot technology and an intensive 
study of statistics and accounting. The qualified economist 
must master statistical and mathematical methods of anal- 
ysis to perfection, must know how to read economic tables, 
to see behind the figures those processes which are occur- 


ring in the national economy. He must investigate thorough- 


ly the economic content of the enterprise accounts, must 
know how to independently organize a simple, operational, 
exact and economical system of accounting at the plant, in 
the state farm, collective farm and in transportation. 
Unfortunately, in the teaching of statistics principal at- 
tention is frequently paid to the examination of statistical 
indices without a profound disclosure of their essence, and 
in the accounting course problems of the correspondence of 
accounts dominate, rather than problems of the economic 
analysis of reports and the organization of accounting. 
Quite frequently, instead of a thorough study of the meth- 
ods of economic analysis ot the development of production 
and the influences that improve the operations of the enter- 
prise, the teacher acquaints students with instructions on 
the method of filling in planning and reporting tables, re- 


quisitions for various documents, and so forth. It is not ac- 


cidental, therefore, that in their practical work young econ- 
omists in planning organs do not pay sufficient attention to 
the all-round planning of the economic activity under their 
jurisdiction, and are of not much help to personnel in pro- 
duction in revealing and utilizing reserves for the improve- 
ment of the enterprise’s work. 

The technological training of the economist, as we know, 
has the object of helping the student to understand the es- 
sence of the processes operating in industry, agriculture, 


in transportation and in other branches of the national econ- 


omy. It must provide him with the possibility of gaining an 
understanding of the perspectives and principal tendencies 
of technical progress. However, such training of students 
is not always conducted in a well thought-out manner and 
does not always yield the desired results. 


The structure of the curriculum in many economic and 
engineering-economic higher educational institutions is als 
in need of improvement. Such important divisions of eco- 
nomic science as the balance of the national economy, pri¢i 
formation, the distribution of productive forces, and others 
have unfortunately been dropped from the curricula of mam 
economic higher educational institutions. The reorganiza- 
tion of curricula must lead to a decline in the number of ~ 
hours of compulsory studies in the higher educational instil 
tution and to an increase in the time spent on the independ- 
ent work of the students. Students must have the possibil- 
ity of spending more time in the study of Marxist-Leninist 
classics reading current literature, being at enterprises © 
and planning organs more frequently with the object, in 
particular, of analyzing reporting and planning documents, 
In this connection it is necessary to strengthen the persona 
contact between teachers and students in the form of indi- 
vidual and group consultations, the role of which must in- 
crease considerably. 

In the training of economists with various backgrounds, 
special economic training plays a large role along with 
general methodological and technical disciplines. 
are also serious deficiencies here. One cannot im 
for example, an economist of any background who, in 
tion to knowing the economics of his branch of the nati 
economy and questions of planning and accounting, woul 
not have mastered the methods of economic analysis of all 
sides of the production-economic activity of the enterpris 
However, in many higher educational institutions sufficier 
attention is not paid to these questions. The study of the 
economics of branches, the planning of the national econ- 
omy, the economics and organization of enterprises in in- 
dustry, agriculture, transportation and trade, equip future 
economists with a good knowledge of the regularities of 
velopment of individual branches of the economy, the abi 
to work out measures designed to accelerate the develop- 
ment of the national economy, to improve the utilization ¢ 
productive resources, to economically justify the effectiv 
ness of capital investments and expenditures connected — 
with the introduction of new technique. These disciplines — 
equip students with the knowledge necessary for a rational 
organization of production. ; 

The final stage in the training of economists is also in 
need of improvement. In technical and many other educa- 
tional institutions instruction in the higher educational in- 
stitution is completed with the preparation of a special — 
project presented for the diploma. This form of work per 
mits the future specialist to display most fully his aptitud 
knowledge, his ability to think and create. Many diploma 
projects yield quite a bit of benefit to the national econom! 
with interesting and necessary problems being worked oul 
in them. In most economic higher educational institutions 
the system of giving state examinations has been retained 
until now. However, experience has shown that the prepat 
tion of written diploma projects has also justified itself in 
economic higher educational institutions. It provides the 
student with the possibility of working on concrete eco- 
nomic material, creatively applying his theoretical knowl: 
edge and introducing interesting proposals concerned with 
the work of an enterprise, branch, or the development of 
the economy of an economic administrative region. 

Our country needs highly qualified cadres of scientific 
economists for the system of branch and national economi 
institutes and higher educational institutions. During the 
last few years higher educational institutions have trainec 
quite a few scientific workers. However, the number of 
qualified scientific workers in the country it still inade- 
quate. For example, this is indicated by the following 
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figures: among the total number of scientific workers in 
economics, 2.1% are Doctors ot Science and 39% are Can- 


didates of Science. Consequently, 59% of all scientific work- 


ers in economics do not have an academic degree. 

The training of scientific workers must begin with early 
school days. A constant and active student connection with 
production and a strengthening of their independent work 
will increase the activity of scientific circles and will make 


it more possible to reveal among their participants the most 


capable students. It is necessary to a greater degree to 
bring students closer to the work of the faculty: to give 
students assignments in the collection of materials, in the 
elaboration of individual themes, to invite them to meetings 
of the faculty where interesting reports are discussed, etc. 
Insofar as the most capable students are concerned, the 
faculty must continue to observe them after they have com- 
pleted the higher educational institution, to write to them 
regularly, give them assignments, recommend themes for 
their independent work, training them for further scientific 
work. In addition, it is also necessary to keep an eye on 
practical workers with whom the faculties of higher educa- 
tional institutions and scientific-research institutes come 


in contact. The most capable of the practical workers must 


also be drawn into scientific-research work. In this con- 
nection it may be noted that there are never any shortages 
of applicants for those departments which engage in these 
‘measures. 

Improving the quality of the training of economists is 
‘connected with a further strengthening of the material base 
of economic and engineering-economic higher educational 
institutions. Unfortunately, the Ministry of Higher Educa- 
tion of the USSR is still only slightly concerned with these 
questions, at times underestimating the importance of 
laboratory equipment of economic higher educational insti- 
tutions. 

The level of training of economists depends a great deal 
on the character and level of scientific research and pub- 
lished economic literature. Many faculties of economic 
higher educational institutions still conduct scientific- 
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research work poorly and have weak ties with production. 
Branch publishing houses release few books on economic 
questions (and very slowly at that), including monographs 
and studies on questions which concern economists, en- 
gineers, leaders of shops, industrial and agricultural enter- 
prises. The publication of economic periodicals is also 
lagging seriously. In order to issue scientific studies and 
literature on teaching methods economic higher educational 
institutions need adequate printing and publishing facilities, 
without which it is impossible to expand and raise the level 
of research in economics conducted by teachers of higher 
educational institutions. 

Raising the level of economic education requires the es- 
tablishment of close and systematic ties of economic higher 
educational institutions and technicums with institutions 
and enterprises, setting aside a number of enterprises at 
which the proposals worked out by scientific workers of 
higher educational institutions and technicums could be pro- 
visionally verified. The nature of projects presented for a 
diploma must also be substantially changed; their themes 
must be important problems of enterprises or economic 
regions capable of being handled by students. It is neces- 
sary that Gosplan SSSR, gosplans of the union republics 
and the economic councils pay more attention to economic 
institutes, that the forces available in higher educational 
institutions be drawn into the working out of major national 
economic problems. Also, practical workers in planning 
organs should be drawn more boldly into teaching work. Up 
to now the bonds between planning organs and economic 
higher educational institutions have been inadequate, and 
this has harmed higher educational institutions as well as 
planning organs. In the future economic higher educational 
institutions must achieve a strengthening of creative ties 
with production, with Gosplan USSR, with gosplans of the 
union republics and with the economic councils; such ties 
are an important condition for raising the quality of scien- 
tific and educational work in higher educational institutions, 
as well as one of the factors in improving economic work 
in the national economy of the USSR. 
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V. Zhamin: 


On the Transition to Socialism by 


Economically Underdeveloped Countries 


The question of the possibility of a direct transition to 
socialism by economically backward countries who are at a 
pre-capitalist stage in development was first posed by 
Marx and Engels at the beginning of the 60’s in their works 
on colonial problems, as well as in other studies. The 
brilliant ideas of Marx and Engels on the possibilities of 
the transition to socialism by backward countries, passing 
over the capitalist stage of development, were buried in 
oblivion by the opportunists of the Second International. 

V. I. Lenin defended the great ideas of the founders of 
scientific communism on the possibilities of a non-capital- 
ist path of development to socialism for economically back- 
ward countries and worked out a theory of building social- 
ism in colonial and semi-colonial countries freed from im- 
perialist oppression. 

Lenin posed this question: can we recognize as correct 
the position that the capitalist stage of development ot the 
national economy is inevitable for those backward people 
who free themselves from imperialist bondage? We have, 
said Lenin in 1920, answered this question in the negative: 
“Tt is incorrect to assume that the capitalist stage of de- 
velopment is inevitable for backward peoples.” (1) The 
Leninist theory, developed by Communist and workers’ 
parties, was brilliantly confirmed by the practice of social- 
ist construction in the Soviet Union, the Chinese People’s 
Republic, the Mongolian People’s Republic, the Korean 
People’s Democratic Republic, the Democratic Republic 
of Vietnam, and the Albanian People’s Republic. 

The experience of the national liberation revolutionary 
movement of oppressed peoples, particularly after the sec- 
ond world war, has shown that the presence of the corre- 
sponding economic and political prerequisites is of the 
greatest importance for the development of economically 
underdeveloped countries on the path to socialism. 

First of all, it is necessary that the bourgeois-demo- 
cratic, anti-imperialist, anti-feudal revolution in the under- 
developed, economically backward countries during the pe- 
riod of the general crisis of capitalism, under appropriate 
conditions and first of all under the leadership of the Com- 
munist Party — the party of the working class — acquire 
the character of a people’s democratic revolution. The ex- 
perience of the Chinese, Vietnamese and other revolutions 
carried out under the leadership of the working class tes- 
tifies that the people’s democratic revolution is the most 
important political prerequisite for the development of a 
backward country along the road to socialism. 

As we know, in China the people’s democratic stage of 
the revolution covered a prolonged period — three decades 
(from 1919 to 1949), and with the creation of the Chinese 
People’s Republic the socialist stage of the revolution be- 
gan. In the Mongolian People’s Republic the period 1921- 
1940 was characterized by a transformation of a general 
democratic nature designed to liquidate feudalism and cre- 
ate the conditions for a non-capitalist development of the 
economy. In the Korean People’s Democratic Republic the 
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tasks of the general democratic revolution were basically 
solved in the period between August 1945 and 1950 but as a’ 
result of the aggression of American imperialism the peace- 
ful development of this country was interrupted. Only after 
the signing of the armistice in 1953 were the conditions — 
created in the KPDR which made it possible to undertake 
the building of socialism on a wide front. The long war of 
the Vietnamese people for freedom was concluded with the 
triumph of the anti-colonial August Revolution in 19 
the creation of the Democratic Republic of Vietnam/ 
1958, after the carrying out of the land reform and the 
toration of the national economy, the-country entered a n 
stage in economic construction, the stage of all-round 
planned development of the economy and culture of the 
country, the building of the foundation of socialism. In the 
course of the national liberation struggle in Albania the 
Italian and German occupiers were expelled in 1944. From 
1944 to 1947 a democratic transformation was carried out 
in this country which created the conditions for fulfilling 
the tasks of the new stage, the stage of socialist transfor- 
mation. 8 
Thus, practice has confirmed the Marxist-Leninist posi-= 
tion that only through certain stages of the revolutionary — 
transformation of a semi-feudal, semi-colonial and colonial 
social-economic structure is a direct transition to the con- 
struction of socialism possible. The establishment and 
strengthening of a revolutionary-democratic dictatorship 
of the proletariat and peasantry in the course of the people’s 
democratic revolution ensures its most rapid development 
into a socialist revolution and the consolidation of the dic- — 
tator ship of the proletariat. 
Secondly, a most important prerequisite for the transi 
tion to socialism by economically underdeveloped coun- 
tries is, as V. I. Lenin pointed out, the assistance given bj 
the proletariat which has taken power into its hands. in the- 
advanced countries. In 1920 V. I. Lenin said: “If the revo- 
lutionary victorious proletariat will conduct systematic 
propaganda among them (the people of the backward coun- 
tries — V. Zh.), and the Soviet government will grant them 
aid with all the resources at its disposal, then it is incor- 
rect to assume that the capitalist stage of development is 
inevitable for backward peoples... With the help of the pro 
letariat of the leading countries the backward countries 
can go over to the Soviet system and through definite stag 
of development to communism, passing over the capitalist 
stage of development.” (2) 
In our country the previously backward peoples of out- 
lying regions (the regions of the North, Central Asia) re- 
ceived brotherly assistance from the more developed so- 
cialist nations, in particular from the Russian socialist nz 
tion, which made it possible for them to go over to 
ins passing over the capitalist stages of develop- 
ment. 
V. I. Lenin provided an all-round foundation for the ques 
tion of creating a unified anti-imperialist front in the 
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aother countries and colonies, as well as in the dependent 
ountries. After the victory of the socialist revolution the 
nited front of struggle of the working class of the mother 
Ountries and the national liberation movement in the col- 
nies, under appropriate conditions, can grow into a union 
f the victorious working class of the mother countries and 
he toiling masses, primarily the peasantry, of the colonial 
ind dependent countries. Thus, for example, the national 
iberation movement of the Mongolian people became direct- 

linked to the socialist revolution in Russia after 1917. 
the geographical proximity of Mongolia to the Soviet Union 
nade it easier for the Soviet people to grant assistance to 
he Mongolian people rising in the struggle against imperi- 
lism, for national freedom. This was also helped by the 
istorically conditioned economic, political and cultural 
ies between Russia and Mongolia, close ties between the 
piling masses of these countries. 
In the present situation, assistance to economically back- 
yard countries taking the path of socialism is conducted 
yithin the framework of the socialist world economic sys- 
em. The close collaboration between the countries of the 
ocialist camp promotes a rapid raising of the economi- 
ally underdeveloped countries to the level of the advanced 
nes and this affects the successful construction of social- 
Sm and communism in these countries. In a speech in the 
People’s Republic of Albania on May 28, 1959 Comrade N. 
. Khrushchev stated: “You are meeting the first stages of 
ocialist construction more rapidly because you can draw 
n the necessary experience of others, there are others 
rom whom you can receive aid and support, while we did 
ot have this. Making use of this experience and brotherly 
upport of socialist countries you are accelerating the de- 
elopment of your economy and culture.” 
_ With the Soviet Union entering the period of the develop- 
ng construction of communism and with the successful so- 
ialist construction in the people’s democracies the possi- 
ilities for strengthening economic ties between countries 
f the world socialist system are growing constantly great- 
r. In Comrade N. S. Khrushchev’s report to the 21st 
yongress of the CPSU the basis is laid for the theoretical 
onclusion that socialist countries, by successfully utilizing 
he possibilities inherent in the socialist system, will more 
r less simultaneously make the transition to the higher 
hase of the communist society. While under capitalism, 
articularly in the epoch of imperialism, the law of uneven 
conomic and political development of different countries 
perates, and a struggle for the repartition of the world 
rhich enslaves economically backward countries is taking 
lace, in the socialist system of world economy other laws 
perate. Previously economically backward countries, de- 
ending on the experience of other socialist countries, on 
Ollaboration and brotherly mutual aid, on the advantages of 
socialist economy, are raising the level of their economy 
nd culture. From this arises the possibility of a gradual 
2velling in the economic and cultural development of social- 
st countries.- 

The ideas of Marxism-Leninism on the non-capitalist 
ath of development for underdeveloped countries, on the 
ssistance of the advanced socialist countries to the people 
ho have freed themselves from imperialist and feudal op- 
ression, are a powerful attractive force for all peoples of 
sia and Africa. The successes of the toilers of the nation- 
| republics of our country, the Chinese People’s Republic, 
1e Mongolian People’s Republic, the Korean People’s. 
emocratic Republic, the Democratic Republic of Vietnam, 
nd the People’s Republic of Albania exercise a great rev- 
lutionary influence on the whole course of the national lib- 
ration struggle of the people of Asian and African countries. 
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The experience of the development of socialist states 
shows to the people of other countries the kinds of suc- 
cesses that can be attained if at the head of the liberation 
movement stands the working class, interested in the most 
consistent solution of the tasks of the bour geois-democrat- 
ic revolution and its growth into a socialist revolution. 
Rallying around itself the peasantry, the small urban bour- 
geoisie and progressive elements ofthe national bourgeoisie, 
the working class ensures the development of the country 
along the socialist path, a steady growth of the productive 
forces in the interests of the whole people. 

KK 

In examining questions of socialist construction in coun- 
tries that were backward in the recent past, it is necessary 
to take note of several factors which exercise a decisive 
influence on the forms, methods and rates of carrying out 
socialist transformations in individual states. 

One of these factors is the original level of economic de- 
velopment of the given country or large-scale national re- 
gion. In a resolution at the 10th Congress of the Party, 

“On the Next Tasks of the Party on the National Question,” 
the necessity of taking account of a variety of circumstances 
prevailing in the Soviet Union at the time was pointed out. 
“If, from the 65 million non-Great Russian population, we 
exclude the Ukraine, Byelorussia, part of Azerbaidzhan and 
Armenia, all of whom have gone through the period of indus- 
trial capitalism in one degree or another, this leaves about 
25 millions of primarily Turkish population (Turkestan, a 
large part of Azerbaidzhan, Dagestan, Caucasians, Tatars, 
Bashkirs, Kirgiz peoples and others) who have not gone 
through capitalist development, who do not have or almost 
do not have their own industrial proletariat, who have re- 
tained in most cases a cattle raising economy and a patri- 
archal way of life (Kirgizia, Bashkiria, Northern Caucasus) 
or those who have not yet gone fully beyond a semi-patri- 
archal, semi-feudal way of life (Azerbaidzhan, Crimea and 
elsewhere) but have already become drawn into the general 
flow of Soviet development.” (3) These diverse states of 
economic and cultural development of the different peoples 
of our country were taken into account in the process of 
carrying out the socialist transformation in individual re- 
publics and regions. 

Because of the semi-colonial, semi-feudal character of 
its development, at the time of its formation the Chinese 
People’s Republic also had a low level of development of 
productive forces. A deformed, colonial development of in- 
dustry and the remnants of feudalism in agriculture were 
characteristic of the Korean People’s Democratic Republic 
until the recent past. Before the creation of the Mongolian 
People’s Republic a feudal structure existed in the country 
and the influence of foreign capital was considerable. In- 
dustry was almost absent and feudal relations in agriculture 
survived in pre-revolutionary Albania and Vietnam. All of 
this requires particular forms of building socialism in these 
countries. 

Class contradictions and the relationship of class forces 
within the given country have the closest connection with the 
level of development and the character of the economy. In 
certain countries taking the path of building socialism the 
relative weights of various economic structures differ and 
therefore the relationships between the size of the working 
class, peasantry, and so forth, differ. 

The special conditions of the transition to socialism are 
also determined by the character of the economic dependence 
of the particular country on foreign capital before the revo- 
lution and its influence on the country’s economy (the mag- 
nitude of capital imports in various forms, the number of 
foreign industrial, transportation and other enterprises, the 
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degree of development of comprador bureaucratic capital 
and so forth). Of basic importance are the degree of devel- 
opment of commodity-money and barter relations in the 
countryside, the relationships between the classes of land- 
lords, kulaks, middle peasants and poor peasants. The lev- 
el of literacy and culture of the broad masses.of people 
also has a considerable effect on the forms and rates of so- 


cialist transformation. 
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One of the particular features of the development of back- | 


ward peoples along the path to socialism is the liquidation 
of the remnants of feudalism and other pre-capitalist forms 
of economy. The elimination of pre-capitalist forms of 
economy requires the elaboration of methods which take into 
account the degree of class consciousness of the broad 
masses of the peasantry and of concrete economic condi- 
tions. Therefore, in some cases, even in the stage of the 
socialist revolution, at the same time that socialist trans- 
formations are being carried out a considerable role is 
played by measures designed to complete the tasks of the 
bourgeois-democratic revolution and above all to carry out 
land reforms helping to liquidate the remnants of feudalism 
in the sphere of agrarian relations. 

The land reforms carried out in the central Asian repub- 
lics of our country are of great interest. In the previously 
backward outlying regions of the USSR these reforms were 
carried out in several stages. While in the central regions 
of Soviet Russia the transition to the new form of land util- 
ization on nationalized land was for all intents and purposes 
completed in 1918-1919, in these regions the nationaliza- 
tion of land and the transition to the new form of land util- 
ization and the liquidation of feudal remnants were com- 
pleted only in 1925-1928, 

In 1921-1924 in the course of the Mongolian revolution 
important reforms designed to liquidate feudal relations 
were carried out in the country: serfdom, feudal duties and 
mutual responsibilities were abolished, debts of herdsmen 
to foreign usurers were annulled, economic and legal priv- 
ileges of feudal owners were liquidated. The ownership of 
land and pastures by the nobility was abolished and the land 
was transferred to general public property and taxes were 
levied on feudal and monastic enterprises. The constitution 
adopted in November 1924 in a legal manner consolidated 
the nationalization of land. However, it was still necessary 
to conduct a great deal of work in liquidating the economic 
basis of the feudal lords. According to data of the 1928 
census, the middle ranks of herdsmen and the rural poor 
consituted 83% of the total population of the republic. They 
constituted 95% of all economic units but they owned only 
45% of the livestock. Secular and ecclesiastical feudal lords 
as well as the rising capitalist and kulak elements who con- 
stituted altogether 17% of the population and 5% of the eco- 
nomic units owned 55% of the livestock. The 7th Congress 
of the Mongolian People’s Revolutionary Party (1928) 
adopted a decision to take the offensive against the econom- 
ic positions of feudalism. As a result, in 1929 the property 
and livestock of 670 large feudal economic units (out of 729 
units registered in that year) were confiscated. Property 
confiscated from secular and church feudal lords and valued 
at 4.5 million tugriks became available to the state and to 
working herdsmen. The feudal lords resisted the confisca- 
tion, tried to break up their enterprises and sold their live- 
stock. In 1930-1931, in answer to this resistance the prop- 
erty and livestock of 800 enterprises were confiscated and 
measures were taken to undermine the economic positions 
of ecclesiastical feudal lords by transferring livestock be- 
longing to monasteries to middle peasants and the rural 
poor (they were given about 2 million head of livestock, that 
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is almost 65% of the monastery livestock). 

Thus, the experience of the USSR and the Mongolian Peo- 
ple’s Republic showed that under certain conditions the 
liquidation of the remants of feudalism in backward regions 
and countries can be carried out on the basis of land na- 
tionalization. : 

But the liquidation of such remnants can also be carried 
cut on the basis of dividing up landlords’ land and trans- 
ferring to to peasant property. The rich experience of the 
Chinese People’s Republic, the Korean People’s Demo- 
cratic Republic, the Democratic Republic of Vietnam and 
the People’s Republic of Albania testifies to this. 

V. I. Lenin showed that the problem of the nationaliza- 
tion of land, the most important means of production, must” 
be solved depending upon the concrete agrarian relations 
within the particular country, the degree of readiness of the 
peasantry for land nationalization. The requirement of 
land nationalization, as Lenin pointed out, “is by no means” 
everywhere and always revolutionary.” (4) 

In 1906 V. I. Lenin in his work on “The Revision of the 
Agrarian Program of the Workers’ Party,” wrote: “... The 
positions of social democrats on the agrarian questio 
these days when it is a matter of completing the demo@gatic 
revolution can only be the following: against landlord pipp- 
erty, for peasant property, given the existence generally 9f 
private property in land. Against private property in land 
for nationalization of land, under certain political condi- 
tions.” (5) \ 

Lenin’s ideas on the possibility of utilizing the subdivision 
of land as a revolutionary measure to liquidate the rem- 
nants of feudalism in the sphere of agrarian relations were 
creatively applied in the people’s democracies.. There, 
land was part of trade turnover, it could be freely bought 
and sold not only by landlords but also by peasants. Allot 
ment landowning was absent. Therefore, in the people’s 
democracies of Europe as well as Asia the method of liq- 
uidating the remnants of feudal landownership which as the 
most understandable and closest to the peasants was the 
division of the land. i 

Insofar as the scale of the transformations carried out in 
the people’s democracies in the sphere of agrarian relations 
is concerned, the Chinese People’s Republic occupies first — 
place. Revolutionary agrarian transformations began to be 
carried out here in the old liberated regions long before the 
creation of the people’s republic. In the old liberated re- ~ 
gions they were carried out (prior to October 1, 1949) ona 
territory encompassing a rural population of 120 million 
persons. After the creation of the CPR the agrarian reforn 
was carried out on the basis of the law of June 28, 1950 on 
the remainder of the territory of the liberated part of the 
country. | 

Simultaneously with the division of landlords’ land and it 
transfer to the private property of peasants, nationalizatio 
of large masses of virgin and fallow land, large strips of 
land in suburbs, large-scale irrigation structures and wate 
sources was carried out in China, which carried favorable 
conditions for building state farms, irrigation canals, etc. 
As a result of carrying out the reform 300 million Chinese 
peasants received 46.6 million hectares of land. In 1954 
the reform was carried out in one of the large national re: 
gions of the CPR, in Sintsian. 

Characteristic of the people’s democracies of Asia was 
reduction in rent and loan rates as a preliminary measure 
preceding the division of landlords’ land, as well as a caré 
ful determination of the class character of particular eco- 
nomic units. The existence of many transitional forms of 
economy (from feudal and semi-feudal to capitalist) and th 
great diversity of relationships connected with this requir 
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careful determination of the class position of every eco- 
Omic unit. 
KK 


A general regularity of all countries’ transition to social- 
sm is the creation and continuous strengthening of the state 
ector of the economy. This regularity also operates fully 
a the development of economically backward countries along 
ne road to socialism. 


| With the establishment of Soviet power in our country, in- 


luding in the national republics and oblasts, the nationaliza- | 


ion of large-scale industry was carried out after appro- 
riate preparation. In Turkestan the nationalization of in- 
ustry began in March 1918 and enterprises of heavy indus- 
ry were the first to be nationalized: oil, coal and others. 
.lmost at the same time all enterprises of the cotton indus- 
ry and of creamery and soap production and quilted mate- 
ial factories were nationalized. In August 1918 the Council 
f People’s Commissars of Turkestan undertook the nation- 
lization of the leather industry, and in 1919 several enter- 
rises of the light and food industries were nationalized. 
_In carrying out the nationalization of banks, industry and 
ransport the working people of the Soviet national republics 
aade use of the rich experience of the socialization of the 
1eans of production in the RSFSR. The government and 

ne Communist Party of Soviet Russia granted all-round 
upport and material assistance to its fraternal republics 

1 the creation of a socialist economy. 

The development of the people’s democracies confirmed 
ne objective necessity of socializing large-scale means of 
roduction by means of nationalizing them. It should be 
oted that this process took place at rapid rates in the stage 
{ the people’s democratic revolution. Not only under the 
ictatorship of the proletariat but also under conditions of 
he revolutionary democratic dictatorship of the proletariat 
nd peasantry, the state sector of the economy is the eco- 
omic foundation of the people’s power. The rise and devel- 
pment of the state sector in the period when general demo- 
ratic tasks rise to the forefront signifies the growth of the 
emocratic stage into the socialist stage of the revolution. 

-In underdeveloped countries a regularity of the people’s 
emocratic revolution is the carrying out of socialist na- 
ionalization of property belonging to foreign and compra- 
or-bureaucratic capital. In China even before the creation 
{ the people’s republic, in the old liberated regions confis- 
ated enterprises became national property and on this basis 
ne state socialist sector was created. Thus, in the north- 
astern part of the country back in 1946 at a meeting of 
epresentatives of provinces of North-Eastern China it was 
ecided to transfer to the people’s power, as general public 
roperty, the industrial, transport, financial and trade enter- 
rises of the Japanese, of the government of Manchoukuo and 
f other traitors to the Chinese people. In the same year 
ailroads, electric power stations, communal enterprises 
nd so forth were transferred to the provincial authorities 
f Northern Manchuria. By the end of 1949 6/7 of all indus- 
rial enterprises were already nationalized, that is, essen- 
ally all of the heavy industry of the region. It should be 
oted that in this region (the North-Eastern) more than one- 
alf of the productive capacity of the country’s heavy indus- 
ry was concentrated at the time. In the future as new re- 
ions of the country were liberated the number of national- 
zed enterprises grew, as a result of which by 1950 the most 
mportant branches of heavy industry in China came into the 
ands of the people’s democratic state. 

In the Korean People’s Democratic Republic the socialist 
tate sector already occupied a large relative share in the 
tage of the people’s democratic revolution. Here, a con- 
iderable part of the industrial enterprises belonging to the 
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Japanese imperialists were nationalized. In 1946 the state 
sector of industry in the KPDR accounted for 72.4% of 
gross production and in 1949 the figure was 85.5%. 

In the Mongolian People’s Republic the basis for cre- 
ating a state sector was the nationalization of the small 
number of existing industrial enterprises —the “Mongolor” 
joint stock company in the gold industry, and small-scale 
handicraft enterprises also belonging to foreign capital. 
For the MPR it was characteristic that already in the gen- 
eral democratic stage the state sector developed chiefly 
through the industrial construction of new enterprises be- 
ginning in 1925, while large-scale modern enterprises be- 
gan to be built in 1934. The output of state industry in- 
creased by more than six times between 1934 and 1938. 

In the Democratic Republic of Vietnam there were not 
many large-scale industrial enterprises. In 1956 the gross 
production of industry constituted one-sixth of the total 
gross production of industry and agriculture. In recent 
years the output of industry and handicraft production have 
been growing rapidly. 

In the socialist stage of the revolution, with the unfolding 
of socialist industrialization the state sector of the nation- 
al economy grows particularly rapidly and becomes 
strengthened. Its expansion occurs chiefly through the con- 
struction of new, as well as the reconstruction of old enter- 
prises. In the process of industrialization the structure of 
industrial production changes fundamentally. Branches of 
heavy industry develop most, taking into account the inter- 
national division of labor within the framework of the world 
socialist system. The expansion and strengthening of the 
state sector signifies a strengthening of the position of the 
socialist structure not only in the sphere of production but 
also in the sphere of circulation — in banking and in trade. 

2K > 2k 

The development of the national economy of previously 
economically backward countries with the assistance of 
leading socialist countries leads to an economic levelling 
of peoples on the basis of a rational social division of labor 
and the liquidation of the national isolation of individual 
states. A regularity of the construction of socialism in eco- 
nomically backward countries is the creation of a material- 
production base for the new society by means of socialist 
industrialization. 

The industrialization of previously economically back- 
ward national republics and oblasts of the USSR was con- 
ducted in accord with Leninist principles of the location of 
production. On this basis there were created large centers 
of socialist industry in previously backward regions which 
in Tsarist days were agrarian-raw material appendages to 
the older industrial regions. 

Under conditions of the unfolding construction of commu- 
nism Leninist national policy finds a new clear expression. 
The control figures of the development of the national econ- 
omy of the USSR for 1959-1965 provide for more rapid 
rates of growth of productive forces in the eastern regions 
than in the Soviet Union as a whole. More than 40% of the 
total volume of capital investment is being directed to these 
regions. Major qualitative changes in industrial produc - 
tion are contemplated. In Kazakhstan, in addition to the 
production of non-ferrous and rare metals, the production 
of pig iron is being organized for the first time; steel pro- 
duction will increase here by 15 times and the production 
of artificial fiber by 10 times. Uzbekistan will occupy one 
of the leading places in the Soviet Union in the development 
of the gas industry. The powerful growth of the economies 
of the eastern national republics of our country reflects the 
unified process of natural transition from socialism to 
communism of all the peoples of the Soviet Union on 
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the basis of their friendship and fraternal mutual assistance. 

With the creation of a socialist system of world economy 
the expansion of the economies of recently backward coun- 
tries is being realized in accord with an international divi- 
sion of labor within the framework of the world system of 
socialism. Those branches of industry and agriculture 
which can yield the maximum economic effect based on a 
rational utilization of natural wealth, labor resources and 
other factors are being developed most. 

In such a great country as China the whole complex of in- 
dustrial branches is being developed. In the Chinese Peo- 
ple’s Republic during the years of the first five-year plan a 
great deal of attention was paid to capital construction, and 
above all in industry. In this period the construction and re- 
construction of 825 large-scale industrial enterprises was 
begun, and these were the basis of the socialist industrial- 
ization of people’s China. A sharp expansion of the national 
economy of the republic was achieved at the beginning of the 
second five-year plan. In 1958 the smelting of steel doubled 
as compared to 1937 and reached 11 million tons while the 
production of coal was 270 million tons. In 1958 alone 50 
thousand machine tools of various types were produced, 
which was almost double the total number of machine tools 
produced in 1957. 

In the Korean People’s Democratic Republic a reorgan- 
ization of industry was carried out with the aim of liquidating 
its colonial, distorted character. On the basis of a high lev- 
el of the power industry there is a development of the min- 
ing, electrical machinery and chemical branches of indus- 
try as well as of light industry. In the Mongolian People’s 
Republic and in the Democratic Republic of Vietnam light in- 
dustry has been most developed. However, even in these 
countries some branches of heavy industry are beginning to 
play a constantly increaSing role. 

A fundamental characteristic of recently economically 
backward countries is a more extensive use, at first, of the 
private capitalist sector in industry and trade for expanding 
productive forces than prevailed in the more developed 
countries. These countries were characterized by the util- 
ization of a number of specific methods of the socialist 
transformation of the private capitalist enterprises of the 
national bourgeoisie, with the utilization of various forms 
of state capitalism being of decisive importance. 

V. I. Lenin, working out theoretical questions of the con- 
struction of socialism, paid a great deal of attention to the 
problem of state capitalism in the transition period from 
capitalism to socialism. He particularly emphasized the 
role of state capitalism under conditions of petty commodity 
production, in an economy demolished by civil war and inter- 
vention. Lenin pointed to the progressive significance of 
large-scale capitalist enterprises in comparison with the 
spontaneously developing millions of units of small-scale 
commodity producers. 

The Communist Party of China, creatively developing 
Leninist ideas on the role of state capitalism in the transi- 
tion period, corroborated the position on the possibility of 
utilizing state capitalism for transforming the private cap- 
italist form of property into the socialist form. Asa re- 
sult of the fact that the urban small bourgeoisie as well as 
the national bourgeoisie along with the peasantry were allies 
of the working class in China in the struggle against foreign 
imperialists, in solving the main contradiction of the tran- 
sition period — the contradiction between the working class 
and the bourgeoisie — the method of peaceful transforma- 
tion was used and is being used here not only in regard to 
peasant and handicraft economic units but also in regard to 
capitalist industry and trade. 


State capitalism in China represents capitalist enterprises — 
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controlled and regulated by the people’s democratic state. 
As a transition takes place from lower forms of state cap- 
italism (state supply of raw materials, purchases of output © 
and so forth) to higher forms (mixed state-capitalist enter=— 
prises) there is an increase in the degree of influence of 
the state over capitalist economic units, the spontaneous, 
anarchic character of development inherent in capitalism is 
overcome more and more, the degree of exploitation of 
workers is limited, the planned regulation of production on 
the part of the state is strengthened. The share of the pri- 
vate capitalist sector in gross industrial production in the ~ 
CPR was 63.3% in 1949, 39% in 1952, 16.2% in 1955 (6), and 
in 1956 after the reorganization of industrial branches all 
private capitalist enterprises were transformed into mixed 
state-private enterprises. 

In the Democratic Republic of Vietnam the state-capital- 
ist sector is not yet sufficiently developed. Collaboration 
between the state and private capital is carried out by 
means of the state placing orders with private entrepre- 
neurs for the processing and manufacturing of goods, supply- 
ing raw materials, purchasing finished output, using pri- 
vate entrepreneurs as agents in selling state commog 
creating mixed state-private trading agencies and ass 
tions. Therefore, the policy of the party and governme 
regard to the national bourgeoisie is-to involve it in buil 
the groundwork of socialism by means of state capitalism’ 

In the Korean People*s Democratic Republic forms of 
private economic and state capitalism were also utilized, ~ 
particularly in the democratic stage of the revolution. Under 
current conditions private economic and state capitalism 0oc= 
cupies an insignificantly small place. The comparatively — 
small relative weight of the private capitalist sector in the 
national economy of the KPDR is explained by the fact that © 
in the period of the colonial development of the economy the 
position of capital was insignificant. Before the war pri-— i 


vate firms produced principally silk and cotton cloth, as 
well as textile equipment, small pumps, steam boilers. 7 
addition, during the war years the majority of capitalist 
enterprises were destroyed. 
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The countries taking the path of socialist construction are 
confronted with complex tasks in the matter of reorganizing 
agriculture. The transformation of agriculture in all coun 
tries building socialism is also being carried out onthe ~ 
basis of general regularities: the Leninist cooperative plan 
lies at the basis of the socialist reorganization of agricul- 
ture. 

Cooperative organization of the peasantry in agrarian 
backward countries is one of the main problems of the non: 
capitalist, that is, socialist path of developing agriculture. 
In this connection the process of cooperation in individual 
countries and regions has its own particular characteris- 
tics. Thus in the Soviet republics of Central Asia and the 
Transcaucasus, in accord with local economic requirements 
diverse forms of cooperatives were created — meliorative 
cotton growing, silk raising and wine-making cooperatives. 

Despite the great work done by the Soviet state in easter 
regions, remnants of the patriarchal structure continued to 
exist for a long time. This factor determined the peculiar 
ities of the collectivization of agriculture in these regions. 
These consisted in the fact that collectivization was con- 
ducted here in a struggle not only against capitalist rem- 
nants but also with remnants of pre-capitalist production _ 
relations. In the decisions of the November (1929) Plenum 
of the CC of the party it was pointed out that in the national! 
regions “the development of collectivization and the building 
of state farms are bound up with the liquidation of remnant: 
of the feudal structure, that furious resistance cannot help 
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ut be stirred up by kulak and semi-feudal elements who 
lave retained considerable influence in the countryside in 
some Cases and are conducting a persistent struggle against 
socialist construction under the guise of defending ‘national 
nterests,’ etc.” (7) 

As one of the characteristics ot collectivization in the 
uutlying regions of the Soviet Union we must note the slow- 
r transition of peasant households, which were primarily 
f a natural character, to a collectivized economy. For 
-xample, among the small nationalities of the North collec- 
ivization was completed only on the eve of the Great Patri- 
tic War. To a certain extent this was also typical of re- 
sions of China which were primarily cattle raising regions 
opulated by national minorities; the rates at which coop- 
ratives were formed here were somewhat slower than in 
ther regions of the country. 

It should be pointed out that in the previously economically 
inderdeveloped regions of the USSR and in the people’s de- 
nocracies of Asia the simplest forms of peasant coopera- 
ion became widespread and existed for a longtime. The 
iigher forms of production cooperation were chiefly charac- 
eristic of regions in which production was highly marketa- 
le, particularly where technical crops were produced. 
Thus, in Uzbekistan where the bulk of the peasantry were 
ngaged in cotton growing — the branch of agriculture with 
rreatest marketability — the share of agricultural artels 
n 1932 was 98.1%, while the share of tozy was only 1.7%. 

n the Turkmen SSR the share of tozy was 59.8%, in the 
fadzhik SSR it was 47.1%, in the Kirgiz SSR 26%, and in the 
<ara-Kalpak ASSR 33.2% of all collectivized units. (8) 
One of the remnants of old, feudal relations in the Mon- 
jolian People’s Republic is the natural and semi-natural 
hharacter of the livestock economy. With the establishment 
f people’s power in Mongolia, as in other people’s democ- 
acies, there occurred a levelling out of the countryside, 
vhich testifies to an increase in the material level of life of 
ierdsmen toilers. At the same time the existence of pri- 
‘ate economic units hinders the further development of 
ttle raising. There is a shortage of working personnel 
nd great difficulties arise in procuring fodder. In 1957 

nd particularly in 1958 in the MPR a mass movement for 
ooperation among herdsmen developed. Agricultural so- 
ieties in 1957 included 35% of all herdsmen economic units 
nd now they include more than 96%. 

One of the obstacles to the cooperative form of organiza- 
ion and to the further expansion of productive forces in the 
APR is the nomadic way of life of the herdsmen. A great 
eal of work is now being done to shift herdsmen to a set- 
led way of life. 

In the Chinese People’s Republic, the Korean People’s 
yemocratic Republic and the Democratic Republic of Viet- 
am the lowest, simplest form of production unification of 
easants was the labor mutual aid groups. They do not 
ntroduce basic changes into the principles of the small- 
cale peasant economy Since they are created on the basis 
f private ownership of the means of production. At the 
ame time these groups play an important role in over- 
oming difficulties connected with a shortage of draft pow- 
r and agricultural implements, promoting an increase in 
he productivity of agricultural labor, educating wide 
asses of peasants in the spirit of collectivization and 
nereby creating the prerequisites for organizing agricul- 
iral production cooperatives which generally arise on the 
asis of developing permanent mutual aid groups. 
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The experience of the Chinese People’s Republic, the 
Democratic Republic of Vietnam and the Korean People’s 
Democratic Republic also convincingly demonstrates the 
need for extensively utilizing transitional forms of econ- 
omy in the form of primary (or lower) type of production 
cooperative in the process of the socialist reorganization of 
agriculture. Such cooperatives combine land (as before, 
this remains private property but is paid in as a share) 
and means ot production (structures, implements ot labor, 
cattle and so forth). The distribution of incomes is based 
not only on labor but also partly on the shares contributed 
to the cooperative. Such forms of cooperation promoted the 
gradual transition ot the peasantry to higher forms of pro- 
duction cooperatives ot the agricultural artel type, and in 
China to the people’s communes. 

The experience of the development of the socialist rev- 
olution in previously backward countries convincingly dem- 
onstrates that the triumph of socialist production relations 
even before the creation of a comparatively high level of 
development of productive forces is a regularity of the de- 
velopment of these countries. But for the triumph of the 
socialist method of production in previously economically 
underdeveloped countries the affirmation of socialist pro- 
duction relations is not enough; it is also necessary that a 
certain level of development of productive forces be at- 
tained. The level of development of productive forces is 
characterized by the quality and quantity of technique used 
in production and by the production experience of the peo- 
ple, the degree of concentration of production, as well as 
the branch and territorial social division of labor, that is, 
the degree of development of the social character of pro- 
duction which in the final account is reflected in the mass 
of the principal products created after taking into account 
the size of the country’s population and the peculiarities of 
the national structure of social consumption. 

Socialist production relations exercise a great revolu- 
tionary influence on the productive forces, accelerating 
their development. The rapid growth of the productive 
forces of economically backward countries is being pro- 
moted by the considerable assistance being given by devel- 
oped socialist countries. All of this creates the conditions 
for the complete triumph of the socialist method of produc- 
tion in underdeveloped countries in the shortest historical 


period. 
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A. Kozlov: 


PROBLEMS OF — 


State Property Belonging to the Whole People 


and its Reformist and Revisionist Critics 


The cornerstone of anti-Marxist theoretical conceptions | 
of socialism and the basis of all the slanderous attacks on 
the social-economic structure of the USSR and other social- 
ist countries are the distorted “theories” of socialist prop- 
erty. At the same time, it is in answering the question of 
what the economic basis of a socialist society should be, 
that the ideological and political bankruptcy of all types of 
reformist and revisionist theoreticians, the crisis of right 
opportunist ideology, is most fully and clearly revealed. 

The greater the successes attained by the people of 
socialist countries in developing their economies and cul- 
ture, in raising their standard of living and improving so- 
cialist democracy, and the more obvious becomes the indis- 
putable fact that at the basis of these achievements are the 
new socialist relations between people conditioned primar- 
ily by the existence of state property in the means of pro- 
duction belonging to the whole people, the more stubborn 
and refined are the attempts of the servants of imperialism 
among the right socialists and renegades from communism 
to conceal this fact and to convince the working people that 
in order to achieve socialism, not only is the socialization 
of the means of production “unnecessary” but it is also 
“counter to the evidence.” 

In defending their fantasies the ideologists of reformism 
and revisionism hold that the establishment of state prop- 
erty in the means of production belonging to the whole peo- 
ple inevitably leads to an all-powerful state, totalitarianism, 
the liquidation of democratic freedoms and institutions. 
The argument of the defenders of “free democracy” con- 
sists, on the one hand, of artifically dividing and contrast- 
ing two indissolubly linked concepts — social control of 
production and distribution, and the social ownership of the 
means of production — and, on the other hand, of also arti- 
ficially combining what cannot be combined — the dictator- 
ship of the bourgeoisie and the dictatorship of the prole- 
tariat, to which they slanderously ascribe a “totalitarian” 
and “exploitative” character. 

Current right socialist leaders and publicists openly de- 
fend state-monopoly capitalism and reject the socialist 
socialization of the means of production as an “outdated 
measure.” The development of bourgeois democracy, the 
strengthening of the “equalizing role” of the state, the 
growth of the trade union movement, the transfer of “actual 
economic control” from the hands of capitalist owners to 
the hands of “managers” who are presumably guided not by 
the profit motive but by public interests — these are the 
“natural tendencies” in the development of Geijierwn at 
the present stage in which the preachers of the “new theory 
of socialism” place their hopes. In these changing circum- 
stances the need for fundamental economic transforma- 
tions presumably disappears. Reformist theoreticians un- 
_ceasingly reiterate that at the present level of development 


Note: The citations from US and British Dubsealtons 


have been retranslated from the Russian. 


of society economic factors have generally moved into the 
background and the dominant role is being played by polit~ 
ical and moral factors. A prominent ideologist of British ~ 
laborism, R. Crossland, in his book “The Future of Social-— 
ism” attempts to demonstrate that the character of prop- 
erty in the means of production no longer exercises a 
determining influence on the social structure (1), and his~ 
colleague, J. Strachey, has devoted many pages in his book” 


interaction between the economic base and the politica’ 
superstructure is, above all, reciprocal and weaker tha 
Marxists admit.” (2) Although Strachey declares in past 
ing that “the clear and definite idea of the concept of so- 
cialism presumes the replacement of private property in ~ 
the means of production by social property,” (3) for him 
and his accomplices this question is not of fundamental im- ; 
portance. Social property for the Labor Party theoreti- 
cians is not the path to socialism and is not a necessary 
prerequisite for achieving it but some kind of formal sym=_ 
bol, a probable result of the “evolution of capitalism,” 
something that will be attained in the indeterminate future ~ 
and by indeterminate means. The purely verbal “recogni 

tion” of the necessity for a socialist socialization of the 
means of production is needed by Strachey only in order ~— 
not to break too obviously with old socialist traditions and ~ 
under the guise of such a “smoke screen” to conceal the ~ 
fundamental difference between socialism and capitalism. — 

However, more and more often even these types of 
reservations are disappearing in the right wing socialist 
literature and in the programmatic materials of social- 
democratic parties. This is clearly expressed in the actual 
abandonment by right wing socialists of their conceptions 
of nationalization. A few years ago the leader of the 
British Labor Party, H. Gaitskell, began a campaign to re 
vise the attitude of the Labor Party to nationalization, par- 
ticularly in his brochures “Socialism and Nationalization” 
and “Recent Developments in British Socialist Thinking.” 
(4) Gaitskell holds that the form of property in the means 
of production is not of essential importance in the transi- 
tion to socialism. Everything, it appears, depends on car= 
rying out “democratic control” through the trade unions, 
the redistribution of incomes through taxation and the ac 
quisition by the state of shares in capitalist enterprises. 
These are the “theoretical investigations” lying at the 
basis of the new programmatic documents ot the Labor 
Party, the brochures “Industry and Society” and “A Plan 
for Progress,” which contain no socialist demands at all 
and which are wholly directed to the strengthening of 
British state monopoly capitalism. 

The same tendencies are also clearly seen in other righ 
wing socialist parties. The draft program of the Social | 
Democratic Party of Western Germany states that “the g¢ 
eral socialization of the means of production is not a de- 
sirable system for the economy today.” (5) A socialized 


economy is viewed as a “compulsory economy” while the 
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deal is proclaimed as “a free mixed economy” in which 
apitalist property and the rule of monopolies are retained. 
nsofar as social property in the means of production is 
-oncerned, for the authors of the program this “is not a 
logma but a question of expediency and need.” In the draft 
rogram of the Socialist Party of Austria the socialization of 
he means of production is viewed as a particular and 
‘Specially practical problem. These formulations offer 
sufficient testimony on how far their authors are from gen- 
line socialism. 

However, capitalist reality by no means adapts itself to 
till-born reformist schemes. The development of produc- 
ive forces on the basis of modern technique is reflected in 
he further concentration of production and a deepening of 
he division of social labor. As a result, the social charac- 
er of the process of production appears still more clearly. 
fhe maturing scientific-technical revolution also breaking 
hrough in capitalist countries (the progress of automation, 
\chievements in atomic physics, etc.) is leading to a still 
‘rreater strengthening of this natural tendency. Now, as 
ever before, it is clear that the productive forces grow- 
ng within the framework ot capitalism are limited and dis- 
orted by this framework, that only a planned organization 
fi the whole economy in the interests of the whole society 
vill make it possible to do away with the sharpening con- 
radictions of capitalism, to use the great potential of the 
ilready available production apparatus in developed cap- 
talist countries and to ensure a rapid growth of all 
ranches of the national economy. In other words, theneed 
or a comprehensSive socialization of the means of produc- 
ion is becoming all the more urgent and sharp. 

KK 

That which reformists who have completely broken with 
fiarxism proclaim openly is also repeated in a more or 
ess veiled form by current revisionists. In words they 
ire not against social property in the means of production. 
gut aS soon as One becomes more acquainted with their 
riews one discovers the theoretical kinship of these views 
vith the principal dogmas of the right-wing socialists. 
First, in complete unanimity with right-wing socialists 
he current revisionists see in the strengthening of state 
nonopoly capitalism a growth of “socialist factors” and a 
constantly growing “restriction of the role of private cap- 
tal.” In the program of the Union of Yugoslav Commu- 
ists the section “On State Capitalism” states: “The grow- 
ng strength of state capitalist tendencies in the capitalist 
yorld is the clearest proof that mankind is irrepressibly 
nd by the most diverse paths deeply moving into the era 
£ socialism, into an era when socialism is increasingly be- 
oming the content of the everyday practice of all man- 
ind.” This, indeed, is “the clearest proof” of the right 
pportunist, reformist character of revisionist “concep- 
ions.” 

Secondly, the capitulation of current revisionists to re- 
ormism is expressed in their view that the highest form 
f socialist socialization of the means of production is not 
roperty belonging to the whole people but group, collec- 
ive property, in their rejection of the Marxist idea of a 
nified national economy and the special role of the social- 
st state as the force directing and coordinating the devel- 
pment of the economy. This matter must be examined in 
reater detail. 

What do revisionists understand by social property in 
he means of production? Formally, they recognize that 
ne means of production must belong to all society, but this 
ecognition is accompanied by such reservations that actu- 
lly it is negated. In reality, viewing state socialist prop- 
rty as “indirectly social” and proposing the idea of 
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“directly social property,” the revisionist theoreticians 
hold that the latter is realized in the form of the collective 
property of workers of individual enterprises in the output 
produced and in their collective control of the means of 
production attached to the enterprise, as well as in the form 
of control over the activity of the enterprise by local or- 
gans of self-government. In this way, for example, E. Kar- 
delj depicts “a consistent form of social property, that is, 
property under the direct democratic management of an 
association of producers.” (6) In the textbook “Principles 
of Political Economy” issued in Yugoslavia this same idea 
is carried to its logical conclusion. The author of the text- 
book, L. Markovich, in the chapter on “Socialist Commodity 
Production” writes that the socialist enterprises must have 
“their economic individuality. As producers, they must 
have ‘their own power’ in deciding questions of the produc- 
tion expenditures of their labor and means of production, 
‘power’ in taking decisions on the production of definite use 
values... They must have their own individual interests here 
which do not coincide fully with social interests and estab- 
lish mutual relationships only by means of exchange in the 
market..:” 

Thus, the complete detachment of enterprises is viewed 
as “the higher form of socialist socialization of the means 
of production”! It is true that Markovich attempts to dis- 
guise the anti-Marxist essence of his reasoning by citing 
the idea that in addition to carrying out “production ties” be- 
tween enterprises through the market they must also be 
united by means of “social ties” carried out through the 
plan. But here he holds that it is the market “which appears 
actively as the factor correcting the plan and the conscious- 
ness of people.” 

It is not difficult to understand that we have here a reno- 
vated variant of traditional anarcho-syndicalist views 
which have nothing in common with Marxism-Leninism. 
Group property, of course, may have a socialist character 
but, as V. I. Lenin pointed out and as the historical experi- 
ence of socialist countries has entirely confirmed, only with 
the existence of the dictatorship of the proletariat and the 
leading role of property belonging to the whole people can 
enterprises based on group property be really socialist 
enterprises. 

Right opportunist ideologists and current revisonists con- 
ceive the essence of the category of the social interest 
metaphysically: as the simple arithmetic sum of individual 
and collective interests. From this follows the frequently 
reiterated revisionist conclusion: it is necessary to give 
scope to the “free” (read — spontaneous) realization of in- 
dividual and collective interests, and as a result of this pre- 
sumably the social interest will triumph as the natural re- 
sulting movement of diverse interests. Any intervention by 
the socialist state in this process is viewed as an attempt to 
“push society on the path to stagnation and deformity.” (7) 

But arithmetic is of no use in this matter. A dialectical 
approach is necessary here. Just as society is not the sim- 
ple sum of its members, so the general public interest is 
not the arithmetic sum of individual interests. The fact that 
under socialism the interests of society and of the individual 
personality basically and largely coincide does not remove 
the problem of contradictions between them. These con- 
tradictions cannot be resolved by means of the automatic 
self-regulation of individual interests. A planned and pur- 
poseful combination of individual and social interests is 
needed. In other words, a social mechanism is needed which 
makes it possible to secure the general public interest and 
the active and widespread participation of the working people 


in the management of social life. 
Current revisionists declare that such a social mechanism 
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is self-government on the basis of group property. In this 
system producers “are directly joined” to the means of pro- 
duction while property belonging to the whole people pre- 
sumably signifies “the alienation of the means of produc- 
tion from the direct producers.” L. Markovich writes in 
his textbook: “Beginning in 1950 in Yugoslavia for the first 
time in history (since primitive society) there is the real- 
ization of a direct union between living labor and its natural 
instruments — the means of production. Living labor ac- 
quires power over the means of production. A period of 
self-government by producers sets in.” Thus, primitive 
communal society is proposed practically as the ideal for a 
socialist society. 

If this kind of direct union between producers and the 
means of production is undertaken it would be still “better” 
to give each member of society his own means of produc- 
tion, that is to return to individual private property. 

It is curious that this absurd conclusion has already been 
reached. True, the honor of this discovery belongs not to 
the current revisionists but to the bourgeois American econ- 
omists L. Kelso and M. Adler. In their book ‘The Capital- 
ist Manifesto” they maintain that all the contradictions of 
capitalism arise not from the rule of private capitalist 
property in the means of production but because this has 
been monopolized by a narrow group of individuals, as a re- 
sult of which wide masses of the population are deprived of 
the possibility of owning the means of production. Kelso 
and Adler propose that the “capitalist revolution” be com- 
pleted: that private property be diffused in such a manner 
that each member of society becomes a capitalist. This 
would presumably be “a direct union between producers and 
the means of production.” (8) As we see, this solution is 
even more “cardinal” than that which the revisionists pro- 
pose, while their points of departure are the Same: anar- 
chic vain attempts to “free” the individual from society, to 
liquidate all centralism in the management of social affairs. 

The problem of socialism is not at all a matter of “arm- 
ing” each member of society and each unit of society (for 
example, the collective body of the enterprise) and making 
them capable, on their own responsibility and risk, of 
“asserting” their rights in the face of the presumably in- 
evitable encroachment of central social organs. The gen- 
uinely socialist character of combining social and individual 
(collective) interests is embodied in the Leninist principle 
of democratic centralism. 

Without democratic centralism in the organization of so- 
ciety and the ecnnomy it would be impossible under social- 
ism to consciously manage economic processes, to change 
national economic proportions in a planned way, that is, to 
utilize economic laws. The economic laws of socialism 
cannot be positively carried out in a way other than through 
the conscious activity of people, and the conscious utiliza- 
tion of laws dictates the necessity for the kind of central 
organs which would guide the preparation and fulfillment of 
the over-all national economic plan. 

It is not accidental that current revisionists in preaching 
the idea of “the decentralization of the economy,” finish up 
with conceptions on the spontaneous character of the devel- 
opment of the socialist economy, on the role of the law of 
value as a regulator of the national economy under social- 
ism. It is known that such views were also expressed by 
some economists of the GDR and Poland. “If it is correct 
that economic laws basically determine the economic ac- 
tivity of people,” declares the German economist Benari, 
for example, “and if they operate independently of their will 
and consciousness, thereby having an obj ective character, 
then it is natural that these laws express themselves through 
the spontaneous activity of people.” (9) In this connection 
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the management of the socialist economy is viewed as an 
independent adaptation of individual enterprises to the re- 
quirements of the market, supplemented by social “eco- 
nomic regulation” through prices, credit, and so forth. 

“The self-government of the economy,” writes the German ~ 
economist Berens, “is the rational organization of the use 

of economic laws through the working people at enterprises,’ 
And Benari adds this thought: “The self-government of the 
economy can and must now take the place of the manage- 
ment of the economy by means of a centralized state appara- 
tus.” (10) Thus, the socialist economy develops spontane= 
ously and its laws are utilized by isolated enterprises. 

Such a treatment of the utilization of economic laws under 
socialism is fundamentally anti-Marxist. To apply in prac- 
tice some kind of economic law means to control and regu- 
late the flow of a definite economic, that is, social, proc- 
ess. To utilize economic laws means to administer the so- 
cial economy, to actively influence the flow of the economic 
process as a whole. Can the separate individual or collec- 
tive group (operating in isolation) really substantially influ- 
ence the course of economic development? Individuals or 
collective groups may more or less satisfactorily fof#gsee 
the fluctuations of economic activity and adapt themse 
to these, but only a more powerful united social force c 
effectively influence the development-of the national econ 
omy; under socialism this force is the whole of society le 
by its vanguard — the working class and its party. The | 
application of the laws of economic and social development — 
under socialism is in its essence a nation-wide matter. In- 
dividual members of society and its units play an active 
part in this only as organic parts of a single whole — the 
socialist society. From this the necessity for the coordi- — 
nating and guiding role of the central social and state or- 
gans is clear. ‘] 

Until now we have deliberately separated the question of | 
the need for the existence of a nation-wide center for the : | 
leadership of the socialist economy and the question of the 
economic role of the state under socialism. It was impo 

, 


tant for us to show the unsound nature of the anarcho- 
syndicalist revision of the Marxist-Leninist position on the 
unity of the socialist economy and on democratic central- — 
ism as the basic organizational principle of socialism. Now 
we must emphasize that these are two sides of the same ~ 
problem. The ultimate aim of the revisionist theories of — 
group property, “spontaneity,” and “a decentralized soci 
economy” is to “demonstrate” that state property and state 
leadership of the economy are incompatible with socialism. 

It is in this conclusion that the fundamental flaw in right 
opportunist methodology reveals itself completely: the re- 
jection of the class approach in the analysis of social phe- 
nomena and a metaphysical separation of economics from 
politics. The emasculation of the class nature of the state 
is one of the chief “theoretical measures” of current re- 
formism and revisionism. The accomplices of the bour- 
geoisie in the labor movement, on the one hand, treat the 
essence of the state under capitalism in a bourgeois-liber 
Spirit, attempting to represent it as a supra-class neutral 
source which presumably can take account of and reconcil 
the interests of all strata of the population. On the other 
hand, as soon as it is a matter concerning the socialist — 
state, the right opportunist ideologists come forward with 
hackneyed anarchist ideas on the “evil” nature of the state 
as such and cast aspersions on the state structure of the 
USSR and other socialist countries. 

These ideas have founda highly significant expression 
in the works of one of the theoreticians of revisionism, R 
Ratkovich. In one of his articles he formulates in the fol- 
lowing manner two alternative lines of social development 
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lifter the victory of the socialist revolution: “In some cases 
s0Ciety will take upon itself the function of managing the 
sconomy and other spheres of life before the state will be 
ible to take everything into its hands. Society, therefore, 
vill Swallow the state before the state succeeds in swallow- 
ng society. And where the state has succeeded in doing 
his, society will have to eradicate its functions one after 
he other and force the state to disappear.” (11) Here is an 
ittempt to contrast society, the people, with the socialist 
state. Instead of a Marxist-Leninist formulation of the fun- 
lamentally new nature of the state under socialism and of 
he general withering away of the socialist state through its 
strengthening and development, a far-fetched, false dilemna 
S presented: who will “swallow” whom. In another article 
tatkovich comes to the following conclusion: “State proper- 
y in the means of production and its management, when 
varried out by a centralized state apparatus, is the eco- 
ground for bureaucracy and statist distortions...” 

_ The pseudo-socialist critics and “renovators” of Marx- 
Sm ignore the unquestionable fact that the control of the 
neans of production belonging to the whole people and the 
itilization of the productive forces of the socialist society 
ire problems which have a class, and therefore, a political 
eharacter. Therefore, they can be successfully solved in 
he interests of all of society only through the political 
eader ship of the working class and its vanguard, the Com- 
nunist Party, with the leadership resting on state power. 
_In the struggle against the anarcho-syndicalist groups in 
yur party who baSed their position on the idea that the so- 
sialist state and the party should concern themselves ex= 
-lusively with questions of politics, leaving the solution of 
>conomic problems to a “congress of producers,” V. I. 
4enin revealed how these views were completely hostile to 
Viarxism. Lenin put forward and defended in detail the 
hesis of the unity of economics and politics under condi- 
ions of the transition from capitalism to socialism. This 
4.eninist thesis still retains its significance now in the peri- 
id of the developing construction of communism. As long 

is the administration of the social economy affects the in- 
erests of different classes and is accompanied by some 
orm or other of the class struggle (either within the coun- 
ry or in the international arena), the state must inevitably 
-ombine the functions of political and economic leadership, 
xpressing and defending the interests of the whole of so- 
iety. It is impossible to establish an absolute dividing 

ine between the economic-organizational and political func- 
ions of the socialist state as long as the need for compul- 
sion in carrying out economic construction and in the for- 
ible suppression of anti-socialist tendencies and phenom- 
na in the sphere of the economy has not disappeared, as 
ong as it is necessary to take account of the relationships 
tween two friendly classes — workers and peasants — in 
olving economic questions, as long as any internal econom- 
¢ questions have any bearing from the point of view of the 
ompetition between the two opposed world systems. In 
ther words, under socialism, questions of the leadership 

f the economy are at the same time questions of political 
eadership. V.I. Lenin pointed out: “Politics is the con- 
entrated expression of economics... Politics cannot but 
ave superiority over economics... The question stands (and 
rom a Marxist point of view can only stand) thus: without a 
orrect political approach to matters, any given class will 
ot retain its supremacy and therefore will not be able to 
aeet its production task.” (13) 

As a characteristic example of the anarcho-syndicalist 
evision of Marxist-Leninist views on the role of the social- 
st state we may present the following statement of Kardelj: 


a 
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“Under a regime of autonomy, linked directly with workers’ 
councils and communes, problems of interrelationships be- 
tween people diminish from day to day. People resorting 
directly to the solution of problems of combining social and 
individual interests no longer utilize some sort of class 
political party. The political party does not meet the needs 
of the people, it obstructs the development of the people.” 
(14) Here we have a twofold distortion of the problem of 
combining individual and social interests: first, it is 
treated as a particularly local problem rather than a social 
one, that is, as a problem that is presumably solved exclu- 
Sively in the localities, “in parts,” and secondly, as a prob- 
lem devoid of class, political content. From this follows 
autonomism and the denial of the leading role of the politi- 
cal party of the proletariat in the development of the social- 
ist society. 

Thus, in the socialist society property belonging to the 
whole people can exist only as state property, and the na- 
tion-wide leadership of the economy can exist only in the 
form of state management on the basis of democratic cen- 
tralism. The assertion by revisionist theoreticians that 
they are not against property belonging to the whole people 
but “only” against state property and state management of 
the socialist economy represents the fruits of the most 
complete theoretical muddle, an attempt to disguise with 
Marxist phrases a complete break with Marxism-Leninism. 

EK 

The touch-stone of any theory is practice, living reality. 
Soviet reality clearly confirms the immovable correctness 
of Marxist-Leninist theory and the insolvency of reformist 
and revisionist conceptions of the socialist economy. (15) 
The identification of state property in the means of produc- 
tion belonging to the whole people with state capitalist prop- 
erty, and socialist democratic centralism with bourgeois- 
bureaucratic centralism, predictions about the presumably 
unavoidable separation of the socialist state from the 
masses with state direction of the economy and the fatal 
“conflict” between such a state and society, false philippics 
directed at an imaginary “statism,” crocodile tears over 
the “trampling of the individual” in socialist countries — this 
whole ideological arsenal of current reformism and revi- 
sionism is transformed into a heap of verbal fragments 
as soon as we turn to the real facts of Soviet life and the sit- 
uation in other socialist countries. 

It is highly noteworthy that there is a striking unity be- 
tween the “arguments” resorted to by both the pseudo- 
socialist as well as the frankly bourgeois ideologists in try- 
ing to provide a basis for their slanderous attacks on the 
Soviet economic and political structure. Bourgeois econ- 
omists readily utilize the fabrications of renegades and 
“renovators” of Marxism concerning state property belong- 
ing to the whole people in the USSR and in the people’s 
democracies. The ideas contained in M. Djilas’ book, “The 
New Class,” are rehashed in the bourgeois literature and 
press with particular frequency. Djilas seeks to depict state 
property in socialist countries as the property of “a new 
class of bureaucrats.” “The communist political bureauc- 
racy makes use of, owns, and is in command of the nation- 
alized property...” (16) 

Bourgeois and pseudo-socialist theoreticians attempt to 
depict the social-economic structure in socialist countries 
as “state capitalism” or even as “super-capitalism.” This 
is done in two ways. The first is used by the open advocates 
of capitalism. Their conception consists of defining capital 
only as the totality of the means of production. Further 
arguments and conclusions are already contained in the . 
premise. Since in the USSR all the most important means 
of production, that is, “capital,” are state property, this 
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means that the Soviet state is an “absolute capitalist” who 
“exploits” the whole population of the country. We find this 
formulation, for example, in the already cited book by Kelso 
and Adler, “The Capitalist Manifesto.” The authors simply 
equate socialism and state capitalism. In the USSR, it ap- 
pears, there exists “a completely socialized capitalism, or 
state capitalism.” (17) With the help of the little word 
“statization” all differences are eliminated between the 
state monopolist tendencies inherent in capitalism and the 
socialist socialization of the means of production, the fact 
that in becoming social property the means of production 
under socialism lose the character of material elements of 
capital is ignored. As we see, in this situation the questions 
of socializing the means of production and socialism are, 
generally speaking, impossible in principle. Capitalism in 
one form or another is the only possible structure. (Which 
is what had to be demonstrated!) 

The other method consists of a disguised variant of the 
first. Its adherents declare that regardless of the theoret- 
ical possibility or feasibility of socializing the means of 
production, the social-economic transformations carried out 
in the USSR and in other socialist countries have not re- 
sulted in a genuine socialization of the means of production. 
The liquidation of private property in the USSR and in the 
people’s democracies is treated by these theoreticians as a 
simple juridical act, as a result of which, according to the 
declaration of the American sociologist S. Hook, “the most 
important and traditional property rights of classical capi- 
talism” were inherited by a “bureaucratic state.” (18) 
From this follows the conclusion: state property in social- 
ist countries does not belong to the whole people but is state 
capitalist property. 

The critics of the Soviet economic structure at first as- 
cribe to our party an interpretation of socialist socializa- 
tion as Simple “statization,” and then begin to refute their 
own fabrications, formulating in a scholarly manner, as for 
example H. Marcus, an “expert on Soviet affairs” did, the 
following revelation: “Nationalization, that is, the elimina- 
tion of private property in the means of production, in itself 
does not introduce any kind of fundamental changes so long 
as the unification of the economy and control over it are 
carried out from above and without the participation of the 
population.” (19) But in what socialist country can this 
kind of “nationalization” be found? Marcus has evidently 
misdirected his remarks: his formula quite accurately 
describes the partial nationalization of the means of produc- 
tion which has been carried out in several capitalist coun- 
tries. In reality, nationalization there has not introduced 
and could not introduce fundamental changes in property 
relations since the nationalized means of production, as be- 
fore, are under the control of the bourgeoisie, But all of this 
has nothing to do with socialist nationalization. 

The classics of Marxism-Leninism emphasized that 
socialist socialization of the means of production includes 
as the most important feature the expropriation of capital- 
ists, although it does not consist only in expropriation, that 
the essence of socialist socialization consists in the estab- 
lishment of new production relations between people — re- 

lations which make it possible for all society in reality to 
take control of the means of production for its own interests, 
with the objective of eliminating all possibilities for the ex- 
ploitation and oppression of man by man. The main task of 
the proletariat and the poorest secions of the peasantry led 
by it in every socialist revolution, wrote V. I. Lenin, “is the 
positive or creative job of adjusting the extremely complex 
and delicate network of new organizational relationships, 
including the planned production and distribution of the 
products necessary for the existence of tens of millions of 
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people. Such a revolution can be successfully consummated 
only with the independent historical creativity of the nai 
ity of the population, above all the majority of the working ; 
people... The main difficulty lies in the economic sphere: 4 
carrying out the strictest and most widespread accounting 
and control of production and distribution of products, { 
raising the productivity of labor, really socializing produc- — 
tion.” (20) 

Marxist-Leninist theory differentiates between simple 
confiscation and nationalization on the one hand, and gen- 
uine socialist socialization on the other. 4 

In building a socialist society in the USSR these Leninist 
directives were fully carried into life. Soviet reality clear= 
ly demonstrates the general public character of socialist 
property under socialism, the genuine public essence of 
socialist democracy. 

First of all, the means of production in socialist countries” 
are utilized exclusively in the interests and for the welfare © 
of the whole of society, they serve the purpose of the fullest 
possible satisfaction of the material and spiritual require- 
ments of all members of society. All of this is reflected in 
the steady growth of the well-being of the Soviet peoplg#§and 
the people of other socialist countries. 

In 1958 the real incomes of Soviet workers and employees 
(per capita) doubled as compared with 1940, while the rea 
incomes of collective farmers were more than double the 
1940 level. The seven-year plan for the development of the), 
national economy of the USSR in 1959-1965 provides for a — 
62-65% increase in the national income of the USSR and an — 
increase in the real incomes of workers and employees i 
(per capita) by an average of 40%, and also an increase in 
the real incomes of collective farmers by at least 40%. Ac- 
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for social insurance payments, for grants, pensions, sti- 
pends for students, for free education, medical services, 
holiday pay, for the expansion of boarding schools, chil- 


the aged and for other payments and grants to working peo 
ple will grow to approximately 360 billion rubles. Inaddition, 
tremendous resources will be expended for the building of 
homes, schools, cultural and medical institutions. The task 
posed by the party and government in 1957 is being suc- 
cessfully fulfilled: to liquidate in the next 10-12 years the © 
shortage of housing and to solve in this way the housing 
problem. In the last two years alone the urban housing fun 
has grown by 120 million square meters, while in the forth 
coming seven-year period provisions are made for the con 
struction of housing facilities with a total area of 650-660 — 
million square meters, that is, about 15 million apartments 
About 7 million homes will be built in rural localities. 
The seven-year plan provides for measures to ensure ~ 
the further improvement of labor conditions, production 
Sanitation and safety technique at enterprises and construc 
tion sites through the application of the newest achievements 
in science and technique in the sphere of making labor con: 


the gradual transition of workers to a 35-30-hour workwee 
As a result of realizing this remarkable measure our coun 
try will have the shortest working day and the shortest wor 
week in the world. 

Secondly, the general public character of state propert 
in socialist countries is reflected in the fact that control | 
over the utilized means of production and over the distri- 
buted output belongsto the whole people and is carried ou 
by them through elected central organs as well as directly 
in the localities and at enterprises. | a 
_ The democratic principle of organization, Lenin pointed 
out, means that “every representative of the masses, e 
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itizen must be put into conditions that will make it possi- 
le for him to participate in the discussion of state laws 

S well as the election of his representatives, and in car- 
ying state laws into life.” (21) The management of the 
ational economy, as all social developments, is carried 

ut in the USSR on the basis of these Leninist instructions. 
he constantly growing democratization of national econom- 
> management, the expansion and strengthening of the in- 
uence of the working people on the activity of socialist 
aterprises — these are clear expressions of the general 
ublic character of state property in the means of produc- 
on. The Leninist principle of democratic centralism 
lakes it possible to conduct the national economy according 
) a single plan, to direct its development from a Single cen- 
sr and at the same time to place the development of the 
conomy in the extensive and effective control of the 
lasses of working people. 

The measures of the CPSU and the Soviet government to 
eorganize the management of industry and construction, to 
xpand the rights of republics, local organs and enterprises, 
) reorganize machine-tractor stations, to improve the 
lanning of agriculture and the further development of the 
ollective farm structure, to activate the work of trade 
nions and other social organizations irrefutably testify to 

e expansion of the democratic bases of the Soviet econ- 

y, to the development and improvement of socialist pro- 
iction relations resting, above all, on the state form of 
roperty in the means of production belonging to the whole 
eople. 

“Consulting the people, depending on their collective in- 
slligence and extremely rich experience,” Comrade N. S. 
hrushchev pointed out in his speech at the 21st Congress 
[ the CPSU, “the party works out and puts into life the 
lost important measures accelerating out movement for- 
ard.” The 21st Congress of the CPSU, in adopting a 
randiose program of communist construction, emphasized 
le ever-growing importance of developing the initiative, 

le creative initiative of the masses, their still greater ac- 
ve participation in the administration of the economy and 
re state. In working out the great plans of communist con- 
‘rruction the party turns to the inexhaustible spring of 
reative energy of the people as the decisive condition for 
leir successful realization. 

It is the supremacy of general public property in the 
eans of production in the economy of the USSR and in oth- 
r socialist countries that makes it possible to ensure a 
upid and steady economic development and that determines 
ie fundamental superiority of socialism over capitalism 
. the rates of growth of production. 

E EK 

In conclusion it is necessary to emphasize that only a 
arxist-Leninist treatment of state property in the means 
‘ production belonging to the whole people makes it pos- 


ble to see in proper perspective the means of developing 
\cialist production relations and the socialist state. In 

e future the two forms of socialist property in the means 
‘production will completely merge into a single commu- 
st form of property. In Comrade N. S. Khrushchev’s 
yeech at the 21st Congress of the CPSU it was shown that 
yen now there is occurring a gradual rise in the level of 
cialization of collective farm production and a drawing 
gether of collective farm-cooperative property and of 
-operty belonging to the whole people. Indications of the 
-awing together of the two forms of socialist property are 
e steady growth of the indivisible funds of collective 
rms, the all-sided inclusion in the social production of 
yllective farms of all branches of agriculture, the develop- 
ent of inter-farm production ties, as well as the gradual 
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unification of state and collective farm means of production 
and the transformation of agricultural labor into a variety 
of industrial labor. 

State socialist property will also become enriched with a 
new content in being transformed into the communist form 
of property. This process will be expressed in the further 
expansion and strengthening of the participation of the widest 
masses of the people in the management of the economy, in 
an improvement in the form ot general public control over 
the economy, in the transition from socialist equality to 
communist equality to the extent that essential differences 
are eliminated between mental and physical labor, between 
the city and countryside, as well as to the extent that the 
prerequisites are created for the transition from distribu- 
tion according to labor to distribution according to needs. 

Together with the growth and strengthening of the basis of 
socialist society there will also occur a development of the 
socialist state: the socialist state structure will gradually de- 
velop into communist social self-government. “The chief 
direction in the development of the socialist state structure,” 
N. S. Khrushchev pointed out in his speech to the 21st Con- 
gress of the CPSU, “is the all-round development of democ- 
racy, the involvement of the widest sectors of the population 
in the administration of all the affairs of the country, the in- 
volvement of all citizens in taking a part in the leadership 
of economic and cultural construction.” 

The withering away of the state in Marxist-Leninist 
thought does not mean, despite the reformist and revision- 
ist conceptions, the elimination of the organs of centralized 
leadership ot the economy. The state as a political organ, 
as an organ for administering people, will of course wither 
away in time. But its economic-organizational function will 
be inherited by a definite social organ of the administration 
of the communist national economy which will administer 
things, although the character and methods of performing 
this function will change insofar as it will lose its political 
character and will not be connected with any forms of com- 
pulsion. This organ, in the name of and under the control 
of all of society, will regulate its economic life. The ad- 
ministration of the national economy, as before, will be 
based on the priniple of democratic centralism, which is 
inseparable from property belonging to the whole people, 
requiring, on the one hand, unity and a clear-cut scientific 
coordination of the activity of the whole of society, and on 
the other hand, the maximum creative activity and initiative 
of every individual member of society and every unit of 
society. 

The 21st Congress of the CPSU, in posing the great tasks 
of the seven-year plan which fully expresses the general 
public character of state property and the democratic na- 
ture of the Soviet state, and in introducing a new wonderful 
contribution to the Marxist-Leninist theory of socialist 
property, has struck a shattering blow at the “critics” of 
the Soviet economy, at the apologists for capitalism. 
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DISCUSSIONS AND DELIBERATIONS 


S. Pevzner: 


Specific Problems in Amortization of 
Fixed Capital in Various Branches of 
the National Economy 


The fixed capital of various branches of the national econ- 
omy of the USSR include, on the one hand, objects that are 
more or less homogeneous in terms of their functioning in 
the process of production, and on the other hand, objects 
with a variety of specific conditions of operation. This has 
to be taken into consideration in the elaboration and intro- 
duction of new amortization standards. For all objects of 
labor homogeneous as to their functions in the process of 
production but installed in different branches of the econ- 
omy, although the conditions of operation are identical or 
similar, and consequently service life is identical, unified 
standards of amortization should be established both for 
replacement calculations and for major overhaul. 

The bulk of production and service buildings of identical 
life span and of identical materials of construction should 
be classified in this category. Also in this category there 
should be placed certain types of structures erected of 
identical building materials (for example, smoke stacks, 
surge tanks, bridges, the beds of railroads and highways, 
wells, etc.). This category should also include homogene- 
ous types of equipment as well as of tools and business 
equipment. 

Differentiated amortization schedules based on considera- 
tion of the specific conditions of operation in various branch- 
es of the national economy should be established for that 
type of fixed capital which is sharply differentiated from the 
former type in terms of functions and wear. These specific 
features may be conditioned by natural factors typical of 
certain branches of the economy, and by special features of 
the process of production related thereto (the technology 
and organization of production, peculiarities both of environ- 
ment directly involved in production and the general en- 
vironment, in which objects constituting fixed capital are 
found). 

The various special features of the conditions in which 
independent groups of items of fixed capital function lead to 
differences in service life, in the periods and scale of ma- 
jor overhaul, and therefore in the standards of amortiza- 
tion. 

The specific nature of agriculture as a branch of the na- 
tional economy is expressed, for example, in the fact that a 
number of types of fixed capital (various tree plantings, 
working and production livestock) do not undergo physical 
deterioration over a long period of existence, so that the 
amortization scales donot require the provision of a special 
portion for major overhaul. Further, conditions of soil and 
climate, which affect the service lives of machines in vari- 
ous parts of the Soviet Union, also play a major role in 
agriculture. 

Specific pecularities of utilization of certain types of 
fixed capital exist in the railway, maritime, river, and truck 
transport industries, These specific features, induced by 
Special conditions of operation, reflect themselves in the 
service life, and consequently in the standards of 


amortization of this type of fixed capital. Likewise, indus- 
try, too, has a group of branches with specific features of 
production that affect the service lives of fixed capital and 
consequently the amortization rates. Thus, in the raw ma- 
terial producing industry (petroleum, coal, shale, asbestos, 
ore mining, etc.) the reserves of useful minerals in the 

given deposit have a great deal to do with the service life 

of substantial portion of the fixed capital. As concerns 
hydroelectric stations, objects of so-called “eternal dura- 
tion” are typical, and this reflects itself upon the total stan= ~ 
dard of depreciation of fixed capital in hydroelectric sta- 
tions. Finally, in addition to the general factors entering 
into the wear of machinery and equipment (mechanical wear, 
fatigue, heat wear, etc.) which affect the service lives of 
machines and mechanisms in the machinery manufactyring 
and metal working industries more than in other brangmes, 
the types and forms of organization of production are 
ly varied, embracing single unit, small serial, large-sc 
serial and mass production, multi-purpose automatic line 
and entire departments and plants, all of this also effecting 
the service life of machines and machine tools. 

All these special features have to be taken into consid- 
eration in elaborating new standards of depreciation. More=- 
over, all fixed capital should, as a rule, be subject to amor= 
tization. 
~ In connection with the fact that livestock and vegetation 
enter into the fixed capital of agriculture, some exceptions — 
from the general rules have to be provided in the amortiza= 
tion of fixed capital in this branch of the economy. ‘Thus, i 
young plantings of trees for forestry, fruit and berry, and + 
shelter and drainage purposes, have not yet reached the 
stage of bearing fruit, and are thus not subject to deteriora- 
tion. Their use value and exchange value does not diminish 
with time, but increases inasmuch as, after planting, they — 
still require considerable outlays of labor (to combat pests, 
for irrigation, trimming, etc.). Therefore, they are also 
not subject to amortization. 

Young fruit-bearing plantings are part of fixed capital 
from the time they are planted, but they are subject to amor- 
tization only from the time that they start to bear fruit. : 
Amortization of shelter belts should be calculated from the 
time the crowns of the trees meet, and other types of plant- 
ings should beginto be amortized from the time they are 
‘turned over for use. However, this is not done in practice. 
Presently, the state farms under the Ministry of Agriculture 
of the USSR alone have various types of plantings to a total 
value of nearly a billion rubles, and the collective farms 
have plantings worth nearly 2-1/2 billion rubles. A consi 
erable proportion of the acreages under young shelter and 
drainage plantings are annually included in the category of 
fixed capital subject to exploitation. However, no standard 
amortization rates have been established for all these types 
of fixed capital, and therefore neither the planned calcula- 
tions nor the actual costs of production of the state farms 
show any entries for amortization of plantings. This is the 
situation that exists in another field as well, that of what is 
termed non-inventory expenditure: for stumping, for funde 
mental improvement of tracts of land, etc. Here too, theré 
is as yet no economically justified method of making good 
capital investments by the government for these purposes 
by means of gradually transferring them to the cost of 
agricultural produce. All of these shortcomings require 
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orrection. 

We are in favor of the proposal advanced by D. Vasilyev 
o the affect that standards of amortization should be set at 
-4% of the initial cost of these types of fixed capital, de- 
ending upon the nature of the land improvement tree plant- 
ngs. For so-called non-inventory fixed capital it would be 
lesirable to set amortization periods equal to one cycle of 
otation of the major crops of the state farm. (1) 

Since 1942, no deductions for amortization are made on 
tate farms for adult producing cattle (cows, pigs, goats, 
heep, blooded horses), despite the fact that they are tools 
f labor and are part of the fixed capital of socialist enter- 
rises. This is justified by the fact that the livestock field 
S witnessing a process of natural restoration of the pro- 
uctivity of this type of fixed capital, and therefore, after 
hey enter into the process of production and yield products 
ver a comparatively lengthy period of time (relative to the 
otal term of utilization of the given type of livestock), pro- 
uctive livestock not only do not lose but even gain in value. 
‘he weight on the hoof of productive livestock at the mo- 
nent when they are chosen from the standing herd is great- 
r than their weight when they enter this herd. The same 
olds in feed lot procedure. Therefore, the liquidation cost 
f productive cattle upon realization of this value (by 
laughter or elimination from the herd) is held to be equal 
r almost equal to its initial cost at the moment of acquisi- 
ion or at the moment it is considered part of the basic 
erd. 

We think that this situation was appropriate in the period 
yhen the state farms had little high output cattle or blooded 
attle in general. Today, however, when in virtually all 
tate farms and many collective farms the yield and the 
lood lines of cattle have sharply improved, the absence 

f amortization deductions from the cost of the adult produc- 
ive cattle is not justified. All beef and dairy cattle will, 

t the end of some specific period, lose their value and use 
alue. If cows begin to show a reduced milk yield, or none 
t all, at some specific year of their lives, or if after a def- 
nite period sows cease to yield litters, their value and use 
alue is sharply reduced. However, the high-output breeds 
f cattle which now predominate in state farms have a 
reater value (and price) when they enter the permanent 
erd in view of their improved qualities and properties as 
ompared to cattle of low output and of non-descript breed. 
fter feeding-up and slaughter, the cost of any type of high- 
ield cattle is equal only to the cost of the meat at which it 
s sold. The special properties and qualities of high-yield 
OWS or sows are not taken into consideration therein, nor 
s their meat sold at higher prices, despite the fact that 
1ese special properties and qualities were attained as a 
esult of substantial outlays of labor. Numerous facts 
emonstrate that state farms suffer considerable losses on 
1e sale of high-yield livestock culled from the permanent 
erd (cows, pigs, goats and sheep, blooded horses), and 

1is leads to a reduction in their capitalization. In 1956 
lone, the state farms lost more than 225 million rubles by 
1e sale of cows for meat. Moreover, due to the absence 

f deductions for amortization, the costs of production of 
tate farms with respect to dairy cattle were understated 

y 305 million rubles in that same year of 1956, or by more 
an 11 rubles per centner of milk. For the same reason, 
orse farms obtain only 25-30% otf the cost of blooded 
orses, considering the value at which they were placed on 
1e books when placed in the permanent herds of these 
rms, upon sale of Such horses. 

In the light of the foregoing circumstances, it is neces- 
ary to re-establish amortization of all meat and dairy 
vestock and blooded horses. Moreover, it should be 
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observed that at the present time meat and dairy livestock 
in state farms is not subject to government insurance 
against epizootics and death due to natural calamities, dis- 
eases, etc. Some economists have suggested that this fac- 
tor be made compulsory in determining standards of amor- 
tization for beef and dairy livestock. We think that this 
suggestion is incorrect. To calculate amortization of beef 
and dairy cattle belonging to state farms withallowance for 
a factor providing for possible losses due to epizootics, 
accidents and natural calamities or due to unavoidable 
Slaughter for the purpose of bringing epidemics to an end 
is out of the question. The unavoidable losses occurring in 
these cases should be covered not from the funds for amor- 
tization but from insurance funds or out of the national in- 
come (that is, from the accumulation of profits of the state 
farms). 

In elaborating and determining the new standards for de- 
ductions for purposes of amortization of the fixed capital of 
railway, inland waterway and maritime transportation, as 
well as for municipal services, it must be born in mind 
that this kind of fixed capital is distinguished by an extreme 
degree of variety as to type and as to the methods by which 
its costs are repaid. 

In 1940, in preparing the data with regard to new amor- 
tization standards for the fixed capital of the People’s Com- 
missariat of Railways, the following four groups of fixed 
railway capital were distinguished, each of them having 
their own specific features: 

(1) Fixed capital requiring that both the initial cost and 
the cost of major overhaul and periodic overhaul (rolling 
stock, buildings, fueling structures, the equipment of loco- 
motive and car repair shops, stations, ships, cutters, etc.). 

(2) Fixed capital the initial cost of which does not have 
to be made good, it being only the cost of major and peri- 
odic overhaul that has to be amortized, if this is provided 
for by the instructions of the Ministry of Railways now in 
affect. To this group were assigned items characterized 
by a service life of indeterminate length. When items of 
this kind undergo major overhaul, what occurs is a gradual 
replacement of the various structural elements or parts, 
the result being that the entire structure is continually be- 
ing renewed. Items in this group were, in turn, subdivided 
into the following sub-groups: 

(a) Fixed capital of “eternal life,” the amount of de- 
preciation and therefore the replacement costs of which 
are virtually zero, so that the books need consider only re- 
pair costs. Structures of this kind include: tunnels, gal- 
leries, railway and masonry bridges, etc. (dams, canals, 
docks, locks, reservoirs, and other hydraulic engineering 
structures are assigned to this category with respect to in- 
ternal waterways and maritime transportation), 

(b) Structures (for example, the railroad right-of-way, 
water supplies and sewage systems), consisting of hetero- 
geneous elements, a portion of which (for example, the bed) 
is never replaced, while the others are replaced only as 
part of major overhaul (rails, points, sleepers, ballast, 
etc.), 

iD Fixed capital never requiring major repairs, So that 
only replacement of initial cost has to be allowed for. This 
group of fixed capital was set up for electric cable, snow- 
sheds and working livestock. Major overhaul of power 
cable and snowsheds is never performed, all necessary re- 
pairs being done in the course of current maintenance. 

(4) Fixed capital not then and not presently subject to 
amortization either of initial cost or of the cost of major 
repairs, as no such repairs are carried out. In current 
practice, libraries and beef-and-dairy cattle fall into the 


last named category. 
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In our opinion, this last group should never have been 
set up. Books and charts could very well be assigned to 
the second group of fixed capital with respect to which only 
the cost of major repairs have to be made good. As far as 
meat-and-dairy livestock are concerned, they should be in- 
cluded in the third group in view of the fact that they must 
also be covered by amortization for replacement costs. 
Nor can one agree that the structures of “eternal life” 
should be set up as a Special category not requiring that 
their initial cost be made good. Any citation of Marx in 
this connection is unjustified, because Marx, in discussing 
the amortization of objects of so-called “eternal life,” and 
referring to Lardner (2), merely generalized the practice 
followed in England in the middle of the 19th century. At 
the present time, amortization deductions are made in 
virtually all capitalist countries both for the initial capital 
invested in structures having “eternal life,” particularly 
railway bridges, roadbeds, tunnels, overpasses, etc.; des- 
pite the fact that these structures physically are of “eter- 
nal duration,” economically they lose their use value, and 
consequently their value, in comparatively short periods. 
Suffice it to say that in the United States, the result of the 
competition of parallel railway lines as well as that of auto- 
motive transport resulted in a reduction in the total length 
of railways from 409,000 kilometers in 1916 to 357,000 
kilometers in 1954. In other words, the conditions that 
Lardner wrote about a hundred years ago no longer obtain. 

Of course, in socialist society all the factors that cause 
premature devaluation of structures of “eternal service 
life” under capitalism do not apply. However, here too, it 
is impossible, without amortization, correctly to calculate 
the cost of railway, merchant marine and inland waterway 
transport, to perform comparisons of the economic effi- 
ciency of capital investments in various types of transpor- 
tation, to make the best possible selection of a variant of a 
designed project for the construction of railways, mari- 
time and inland waterway hydraulic engineering structures, 
etc. Moreover, as no objections have been raised against 
the amortization of masonry and reinforced concrete 
buildings and structures used for industrial purposes and 
of housing, the service life of which has been set at 150- 
200 years, one can hardly present objection to the amor- 
tization, for example, of railway roadbeds, the service 
life of which may be designated as approximately 200 years, 
or dams, the service life of which may be taken to be 300 
years. 

Each of the groups of fixed capital of railway, maritime 
and inland waterway transportation and of municipal serv- 
ices referred to above should have its own individual 
standards of deductions for amortization. Proceeding from 
the share of each type of fixed capital in the over-all total 
thereof and from the individual standards of amortization, 
it is easy to set up a Single combined amortization standard 
for all types of fixed capital of railway, maritime and in- 
land waterway transportation and of municipal services, 
with earmarking therein of the share to cover major and 
secondary repairs. 

In connection with the specific nature of automotive trans- 
port, consisting of the fact that the wear of trucks results 
chiefly from the mileage they cover, all trucking enter- 
prises on a cost accounting system have, since 1945, made 
monthly deductions both for rebuilding and major repairs 
to rolling stock and to individual assemblies therein on the 
basis of rigid equal standards for every thousand kilo- 
meters covered. This has been based on data as to the 
actual mileage done by trucks and trailers. In 1956, these 
standards were tied to the model of the equipment used, the 

type (trucks, passenger, buses or peaiees) and the service 
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conditions. The result is, in our opinion, that the present 
system of amortization of automotive vehicles suffers from 
a number of shortcomings. 

The most important of these is the fact that truck and 
passenger vehicles and buses, as well as trailers, are 
amortized on the basis of a single index — the number of 
kilometers covered. If it is true that this index is satis- 
factory for passenger cars and buses, it does not meet the 
situation with respect to trucks and trailers, as it does 
not make allowance for the intensity with which equipment 
is used. However, we know that the greater the load car- 
ried by an automotive vehicle, the more rapidly its major 
parts wear out: cylinders, engine, chassis, pistons, 
etc. Therefore, as concerns trucks (and trailers), the 
quantity of which exceeds that of passenger cars and buses 
in the USSR by a ratio of 5 or 6 to 1, it is necessary to set 
two standards of amortization: one based on the number of 
kilometers run, reflecting the extensive side of their opera- 
tion, and the other relating to the ton-kilometers of mile- 
age reflecting the intensity of their utilization in service. 
The basic standard for amortization deductions should be 
one based on ton-kilometers, and not on mileage, be 
amortization as one of the most important component 
the costs of production in automotive transport should i 
clude, in cost measurements, the actual units in which 
haulage is done. Only the ton-kilometer can serve to pro 
vide the most nearly correct reflection of the volume of 
useful work performed by truck transport. Standards 
based on mileage should be used as supplementary stand- 
ards for deadheading, which can be identified from records. 

Another shortcoming of the current standards for amor- 
tization in automotive transport is the fact that-they pro- 
vide an equal sum deduction per thousand kilometers run. 
However, it has been demonstrated that there is no strictly 
linear relationship between the work done, the mileage 
covered and the wear on a vehicle, but that wear increases 
less rapidly than does mileage or the useful work in the 
hauling of freight done by the machine. From this we draw 
the conclusion that the standards of amortization deduc- 
tions must be reorganized on the basis of a sliding scale. 
One standard of amortization should be established per © 
thousand kilometers run in the 1,000-25,000 kilometer in- 
terval, a second in the 25,000-50,000 interval, a third in 
the 50,000-100,000 kilometer interval, etc. The same prin- 
ciple should be applied to the standards of amortization fog 
ton-kilometers done. | 

P. Filippov points out, quite correctly, that automotive ® 
fleets contain a category of machines to which the mileage 
or ton-kilometer principle of amortization does not apply 
at all. (3) What he has reference to is specialized trucks — 
for the delivery of milk, liquid oxygen, etc.,as wellas 
trucks carrying special equipment (truck cranes, fork-lift 
trucks, compressors, mobile repair shops, etc.). The total 
annual mileage covered by all these specialized types of © 
trucks is very small, and the amount of time spent at a 
standstill is very great. Therefore, years of service, an 
not mileage or ton-kilometer freight haulage, would con- 
Stitute a desirable type of basis for the amortization of all 
such categories of specialized automotive transport. Cur- 
rent practice indicates that, under the existing amortiza- 
tion system, vehicles scrapped because of obsolescence — 
and wear have not been fully amortized by any means. Thi 
is explained by the fact that the deductions for amortiza- 
tion are considerably less than the actual physical wear. 

Let us now turn to the special features of amortization 
of fixed capital in various branches of industry. : 

Two groups should be distinguished among the various” 
types of fixed capital in enterprises of the sider 
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producing branches of industry (petroleum, coal, shale, 
asbestos, ores, etc.): 

(1) Those whose life is related to the size of the re- 
source of the mineral and other products in the depths of 
the earth, for example, petroleum reserves, coal available 
within a single mine field, etc., and, 

(2) Those not affected by the exhaustion of reserves of 
minerals in a given locality. The first category of fixed 
Capital includes capital expenditures for all types of mining, 
for drilling, for surface operations, for structures required 
in mining engineering, and for office buildings. The second 
group of fixed capital includes a considerable portion of the 
equipment, the measuring and monitoring instruments, 
transportation, tools, and inventory. 

The first category of capital expenditures, which con- 
stitutes the bulk of the costs, is strictly localized and re- 
lated to the particular deposit, and should therefore be 
amortized within the period of time that the resources pres- 
ent are utilized or exhausted. This is explained by the 
fact that after a deposit has been exhausted completely or 
to such a degree that industrial working becomes unprofit- 
able, a substantial portion of these elements of fixed capi- 
tal, such as oil wells, mine shafts, galleries, major mine 
workings (such as primary drifts, slopes, ramps, bores, 
crosscuts, etc.), buildings used both for offices and for 
productive purposes, particularly buildings established in 
connection with mines and shafts, lose their value virtually 
completely or retain a negligible portion of their value. 

The other portion of the capital expenditures, consisting 
chiefly of the costs of equipment, portable structures such 
as drilling towers, monitoring and measuring instruments, 
etc., should be amortized independent of the service life of 
oil wells, coal and ore mines, etc., as, when these wells 
and mines are liquidated, this equipment can be trans- 
ported to another site and there amortization can continue 
until normal service life has been exhausted. 

In view of the exceptional importance of such a factor as 
natural geological conditions determining the capacity of 
an oil field, a coal or ore mine, and influencing the service 
life of the overwhelming bulk of the fixed capital of enter- 
prises in the primary extraction industries, let us devote 
more time to this question. 

Take the oil industry. In this branch of industry we en- 
counter the phenomenon of reduction in petroleum yield 
with each year in which a well is used due to reduction in 
stratum pressure in the area being worked. In this connec- 
tion, the standards of oil-well amortization introduced by 
an order of the Fuel Section ot the USSR State Planning 
Commission, dated April 23, 1927, and in affect until 1939, 
provided for the depreciation of these funds ata changing 
rate, or in other words a declining scale of amortization 
was employed: for example, 30% of the costs during the 
first year of operation at Baku, 25% in the second year, 
20% in the third year, 15% in the fourth, and 10% in the 
fifth, each pertaining to the initial cost of oil wells. The 
total length of time during which fixed capital was written 
off in the other oil organizations of the USSR was four 
years. 

_ As of January 1, 1954, a 15-year period for the exploita- 
tion of oil and gas wells was established. In this connec- 
tion, the standard of amortization of all oil and gas wells 
in the USSR was set at 6.7% per year, not counting special 
deductions for major overhaul. The wear of wells is ar- 
bitrarily taken to be uniform during the course of their 
service life. Changes in petroleum recovery are not con- 
sidered. This is justified by the facts that today a consid- 
erable equalization of the rate of petroleum recovery has 
taken place as compared to the past, inasmuch as modern 


methods of acting uponoil-bearing strata by means of 
flooding within and outside the stratum create favorable 
circumstances for uniform oil production, and consequently 
for amortization deductions. 

However, at the present time, the writing off of the ini- 
tial cost of an oil well is performed regardless ot whether 
the well is actually in operation or not. Thus, amortiza- 
tions are deducted even if the oil well has been liquidated 
prior to the 15-year term of exploitation. This should be 
deemed improper, for the following reasons. In the first 
place, liquidated wells, having lost their use value thereby 
lose their value, inasmuch as there is nothing from which 
to transfer value to the product created in the course of pro- 
duction, more so-as no petroleum is recovered from these 
wells. In the second place, when the average service life 
of any type of fixed capital is calculated, one always has 
in mind that certain items of the given type of fixed capital 
will go out of operation earlier than the calculated amor- 
tization period, while others will survive past this average 
write-off period. Consequently, shortages in amortization 
of the initial cost ot oil wells that have gone out of opera- 
tion prior to the 15-year write-off period will be covered 
by the increase in accumulations on the part of petroleum 
organizations out of wells continuing to operate after the 
fifteen-year depreciation period and continuing to yield 
petroleum whose cost no longer includes amortization de- 
ductions for purposes of replacement. 

In the coal, shale and ore mining industries, where vari- 
ous areas will present limited reserves of coal, shale, and 
the ores of the ferrous and non-ferrous metals, the service 
life of fixed capital of strictly local utility (mines, tunnels, 
other workings, etc.) is in inverse proportion to the annual 
output of the mine. However, if the reserves of coal, ore 
or some other mineral are boundless, and we are dealing 
with underground workings, the service life of the coal or 
ore mine and of other fixed capital of local utility may be 
determined on the basis of logical considerations, regard- 
less of the rate of output, and there is no need to increase 
it excessively. It is desirable that the service life be as 
short as possible, as this assures speeded turnover of 
fixed capital. However, there should be no effort to de- 
sign very short periods of service lite for coal or ore 
mines (for example, under 20-25 years), as this would in- 
crease the total sum of annual deductions for amortiza- 
tion and would thus lead to an increase in the cost of the 
coal or ore being mined, when one considers that the sink- 
ing of each shaft or mine is also an item running into the 
millions of rubles. 

Metal-working machine tools are employed in all the 
branches of the economy of the USSR. In addition to fac- 
tors of wear common to all machines in the form of me- 
chanical, fatigue and thermal deterioration, metal creep 
and corrosion, these machine tools are subject to various 
degrees of wear in accordance with their characteristics 
and the forms and types of organization of production in 
the machinery manufacturing and metal working branches 
of industry. 

Experience has shown that heavy machine tools have 
longer service lives than light machine tools weighing less 
than one ton (this difference is 100% to 150%). Therefore, 
the standards of amortization for equipment must be ad- 
justed to the weight of the equipment, even if the process 
of production is absolutely identical. Moreover, the length 
of time elapsing between major overhauls, and the cost of 
major overhauls are completely different for light weight 
and medium weight metal-cutting machine tools, than for 
heavy and unique and extra heavy machine tools. Thus, 
the cost of major overhaul for universal lathes, column- 
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and-knee milling machines, vertical drills and other light 
and medium weight machine tools is 40-45% of that of a new 
machine tool, while major overhaul of heavy and unique ma- 
chine tools is 12-15% of the cost of the new one. 

The degree of wear, and consequently the service life of 
metal-working machine tools-is influenced by the organiza- 
tion of production and by the production process in the given 
enterprise, the degree of mechanization and automation 
thereof, which govern the share of machine time, i.e., the 
time during which the machines are directly engaged in 
operation during a shift. Thus, investigations by the Experi- 
mental Research Institute for Metal-Cutting Machine Tools 
conducted a number of major enterprises of the principal 
branches of the machinery manufacturing industry (in Mos- 
cow, Leningrad, Kharkov, Minsk, Lipetsk) permitted the 
following conclusions to be drawn. At plants where produc- 
tion is of single units or where small-scale serial produc- 
tion occurs — and, as distinct from other branches of indus- 
try, there are very many such plants in the machinery man- 
ufacturing industry (turbine building plants, enterprises 
manufacturing diesel and electric locomotives, as well as 
those making electrical machinery) — the time during which 
metal is cut in the course of the machining of parts on 
lathes, turret lathes, cylindrical grinders, radial and verti- 
cal drills does not exceed 30-40%, while on heavy horizontal 
borers it is no more than 15-20% of the total outlay of work- 
ing time. However, under conditions of large-scale serial 
and mass production (at ball bearing and tool and fastener 
plants, etc.), the time required during which these machine 
tools are engaged in cutting metal is 53-65% or even as 
much as 70% of the total working time (for example, this is 
the case with automatic multiple spindle rod turners). (4) 
At many machinery manufacturing enterprises, forging and 
pressing equipment is used to a very limited degree, so 
that machine time is only 7%to 20% of the total outlay of work- 
ing time. 

When production undergoes all-around mechanization and 
automation, permitting a sharp reduction in the time spent 
in auxiliary operations and in the servicing of the machine 
tool, the productivity of all types of metal-working machine 
tools may be increased by 30-40%. On automatic lines 
which are currently being introduced extensively at large 
plants engaged in metal working and the manufacture of ma- 
chinery, machine time may be increased to 95-100%, as all 
the auxiliary, preparatory and finishing, and monitoring 
operations are mechanized and automated. 

Naturally, the difference in percentage of machine time 
to work shift, which gives rise to differing degrees of wear, 
must be reflected in amortization standards. The lowest 
amortization standards for equipment should be set for 
machinery manufacturing enterprises engaged in making 
single machines and in small-scale serial production (where 
the wear of equipment is lower than average); higher stand- 
ards should be set for large-scale serial and mass produc- 
tion, and the highest standards for completely automated 
production on automatic and conveyor lines of machinery 
manufacturing and metal working enterprises showing the 
highest rate of deterioration of equipment. Moreover, in- 
creased amortization rates should be set for machines and 
machine tools used for high speed and forced regimes of 
cutting, which increases wear, and consequently reduces 
service life or requires more frequent performance of 
medium and major repairs. 

It must also be borne in mind that the standards for amor- 
tization of metal-working equipment developed with due con- 
sideration of all the different types of organization of pro- 
duction and of the manufacturing process referred to above 
must also vary in accordance with the number of shifts 


hydroelectric stations are designed to include not only 


working at the given enterprise and with the percentage of 
the work done in each shift, as provided in the amortization 
standards approved by the National Economic Council of the 
USSR in 1930. 

In connection with the fact that a large number of large, - 
medium sized, and small hydroelectric stations are in op- 
eration in the USSR, we must pause to consider the specific 
features of amortization of fixed capital in these power pro- 
ducing enterprises. 

A large portion of the structures comprising the fixed 
capital of hydroelectric stations belong to the category of 
so-called “eternal” fixed capital, and this is the distinctive 
peculiarity of hydroelectric stations. Every kind of earth 
and concrete dam, dike, canal, basin, tunnel, aqueduct, 
channel, sluice, and reservoir bed constitute structures 
which deteriorate very slowly. Under the conditions of mid- 
19th century capitalism, it was not deemed necessary to re- 
turn the capital advanced for the construction of such “eter- 
nal” structures, and only the annual average costs of keep- 
ing the structures in working order and the costs of current 
maintenance were transferred to the cost of the products. 
However, in Soviet practice, the costs of production 0 


penditures upon current repairs but also those of amort? 
tion both for replacement and for major overhaul of such 
hydroelectric structures. 

The existing standards of amortization for hydroelectric 
stations provide not only simple but expanded reproduction. — 
This is explained by the fact that in the total cost of all the 
fixed capital of hydroelectric stations, the cost of hydraulic 
structures of “eternal strength” is about four-fifths of the 
whole, and the cost of equipment is about one-fifth of the 
whole. Therefore, the main component in the total sum of 
amortization of hydroelectric stations is the amortization 
of hydraulic structures. The established rate of amortiza- 
tion for replacement (2.3%) is several times as great as the 
actual physical deterioration of hydraulic structures. A 
great many hydraulic structures (earthen, concrete and re- 
inforced concrete dams, reservoirs, canals) have service 
lives of indeterminate length. Moreover, the periods that 
elapse between major overhaul of many structures is also 
very great (that of locks, is for example 20 years, and that 
of dams and channels is even greater). Moreover, in the 
construction of hydroelectric stations, problems of power ~— 
production, transportation, irrigation, drainage, and ship — 
traffic are almost always considered in conjunction with 
each other. Asa result, when hydroelectric stations are 
built, major capital outlays are made not dictated by the » 
needs of the construction of the hydroelectric station as 
such (for example, provision of locks,. ship canals, irriga- — 
tion canals, conduits, railway bridges, etc.). However, st 
after completion of the construction of a hydroelectric sta- 
tion, the cost of all or of a majority of these multi-purpose 
hydraulic engineering structures is transferred, under a 
existing rules, to the books of the hydroelectric station, and 
this also results in an artificial increase in the amortiza- | 
tion rates of hydroelectric stations and accordingly, in the 
cost of the power they produce. 

To reinforce the principles of cost accounting, the deduc- 
tion of amortization per hydraulic engineering structures — 
not only for purposes of major overhaul but for replacement 
is correct, inasmuch as cost accounting requires the main- 
tenance and return not only of circulating but of fixed cap- 
ital both in kind and in value. Moreover, amortization as a 
major element in cost, particularly so at hydroelectric sta- 
tions, should be represented in cost in its true dimensions. 
Otherwise, we will not be in a position to compare the cost 
of a unit of electric energy (one kilowatt hour) produced at 
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hydroelectric stations, with its cost at various thermal or 
atomic power plants and to learn the economic efficiency 
of the capital investments, reconstruction, modernization, 
etc., thereof. 

However, in the interest of obtaining the true cost of the 
electric energy produced by the hydroelectric stations 
where amortization constitutes, according to report data of 
1955, as much as 70% of the total cost of electric energy at 
all government-owned hydroelectric stations (5), the follow- 
ing is necessary: a 

(1) Capital investments and operating expenditures for 
power: production and for inland water shipping, irrigation 
and transport must be calculated separately as early as the 
Stage of planning of new hydroelectric stations, when they 
are to be for the purpose of many-sided utilization of water 
resources in power production, shipping, irrigation, and 
transport. 

(2) In the process of construction, in addition to taking 
steps to reduce the cost of the very process of production, 
it is necessary to allocate capital expenditures correctly to 
the various branches of the economy that will engage in ex- 
ploitation of various portions of the totality of hydraulic en- 
gineering structures being erected. This makes it possible, 
subsequently, to carry out a correct procedure in deduc- 
tions for amortization for the corresponding products and 
Services — electric power, river and railway transport, 
and farm produce. Under these conditions, in connection 
with the very long terms of service of hydraulic structures 
and the long terms elapsing between major overhauls it is, 
in our opinion, necessary to cut the existing standard of 
amortization by not less than one-half or two-thirds, as it 
does not correspond either to the needs of replacement or 
to the needs of capital repairs of hydraulic structures. 
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A. Andreyev, N. Skolkin: 


New Draft Standards for Amortization 
Deductions in Ferrous Metallurgy 


_ The fixed capital of the iron and steel industry, or mining, 
2oke chemicals and refractory industries built up during the 
years of the founding of the basis for socialism in material 
echnology is valued in today’s prices at up to one hundred 
jillion rubles. However, this capital is carried on the books 
of enterprises at monetary valuations that are nominally 
identical but actually differ. For example, the fixed capital 
sf the Kuznetsk integrated iron and steel mills, including a 
1umber of blast and open hearth furnaces, bee ated and 
olling mills, a coke-chemical plant, an extensive ore min- 
os Bernice: were valued in 1958 at 2,335,000,000 rubles. 
[ he fixed capital of the Zaporozhstal mills, the total 


| capacity of which is less than that of the Kuznetsk mills, 
was valued at 2,424,000,000 rubles in the same year, or in 
other words at more than the fixed capital of the Kuznetsk 
| mills. 

In accordance with a resolution of the USSR Council of 
People’s Commissars of January, 1938, with subsequent 
amendments, deductions for amortization at enterprises in 
the iron and steel, or mining, coke-chemical and refractory 
industries are based on the initial book value ot the fixed 
capital, without consideration of the period in which and the 
circumstances under which the enterprise was established. 
As a result, amortization deductions in terms of the cost of 
one ton of conversion pig iron amount to 4.5-6 rubles in the 
mills in the south, while they do not exceed 2 rubles at the 
Magnitogorsk and Kuznetsk mills. In the cost of one ton of 
ordinary open hearth carbon steel at the mills of the south 
they represent 6-9 rubles, while at the Magnitogorsk and 
Kuznetsk mills they are 2-3 rubles. Amortization deduc- 
tions represent 3 rubles 59 kopecks per ton of first grade 
rail at the Kuznetsk mills, 17 rubles 65 kopecks at the 
Azovstal mills, 27 rubles 65 kopecks at the Novo-Tagil 
mills, although the volume of production at the three rail 
and beam mills of these plants is virtually identical. This 
is explained by the fact that the rail and beam mill of the 
Kuznetsk plant, started in 1933, is kept on the books at 
61,300,000 rubles, while that at the Azovstal mill, which 
went into operation in 1949,is rated at 250,900,000 rubles, and 
that of the Novo-Tagil mill, which went into operation in 
1950, is valued at 365,900,000 rubles. 

Therefore, the cost of pig iron, steel, and rolled metal 
often is reflected inaccurately in the book value of a certain 
portion of the fixed capital which does not correspond to the 
present-day cost of the reproduction of this capital, and the 
outdated standards of amortization deductions which do not 
take into consideration the contemporary engineering level 
of production and the preservation and reproduction of fixed 
capital in the iron and steel, the ore mining, the coke-chem- 
ical and the refractories industries are not properly pro- 
vided for. 

To assure reproduction and preservation of fixed capital, 
and of a proper and justified allowance for costs of produc- 
tion and in order to reinforce cost accounting, the cabinet 
of the USSR has ordered a revaluation of the fixed capital in 
the economy in accordance with present costs, and the elab- 
oration of new standards of deductions for amortization that 
would assure rebuilding and major overhaul of fixed capital 
with consideration for intensity of utilization and obsoles- 
cence of equipment. 

The elaboration of the draft plan for the new standards of 
deductions for amortization in the iron and steel industry, 
the coke-chemical industry, the refractories and ore mining 
industries, is being performed by the Iron and Steel Industry 
Central Research Institute (TsNIIChermet). It has gained 
the assistance of departmental institutes — the Ukrainian 
Metals Institute, the Tube Institute, the Giprokoks, Gipro- 
stal, the VNIJOChermet, and the Refractories Institute, as 
well as the economics departments ot the Magnitogorsk ore 
mining, the Dnepropetrovsk iron and steel and the Krivoi — 
Rog ore mining institutes. The work toward drafting the 
new standards of deductions for amortization was performed 
in two stages. First research material was accumulated on 
the service lives of items of fixed capital. Now, the draft of 
the standards is being compiled in accordance with the in- 
structions of the USSR State Planning Committee as to 
method. 

The standards for amortization deductions should reflect, 
in consideration of the value of the total social product, that 
portion of the value, which is continually transferred by 
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means of labor to the product as a result of the utilization 
of the former at the average rate at which use value is lost. 
This average standard, as we know, is measured by the 
average period during which the means of production are 
used from the moment when they go into production to the 
moment when they arecompletely worn out and become use- 
less. Moreover, the length of time during which objects of 
labor function depends upon technological progress, which 
leads to the replacement of obsolescent means of labor 
earlier than planned. 

Therefore, work toward the preparation of a draft of new 
standards of deductions for amortization requires, in the 
course of determination of service life as the basis for the 
standards, consideration not only of the achievements of 
technological progress, but of the prospects of technological 
progress in the years of progressive upbuilding of commu- 
nism that lie ahead. 

~ According to the amortization standards established by 
order of the Council of People’s Commissars of the USSR 
in 1938, the service life of fixed capital as a whole for all 
industry under the People’s Commissariat of Heavy Indus- 
try was set at 31 years, with the proviso that partial re- 
placement occur in the form of major overhaul to a total of 
2.4% per year of the value of this fixed capital. If allow- 
ance be made for the existing procedures for amortization 
deductions at industrial enterprises, and in particular in 
heavy industry, based upon the differentiated standards un- 
der the order of the Council of the National Economy, the 
service life decided upon for the active portions of fixed 
capital such as working machines and equipment was Set at 
20 to 25 years. Fulfillment of the objectives of the seven- 
year plan, envisaging fundamental reconstruction, expan- 
sion and technological re-equipment of enterprises, substan- 
tial replacement and far-reaching modernization of equip- 
ment will result in accelerating the process of ageing of 
equipment, and this will reduce service life. This dictates 
somewhat of a reduction in write-off periods with allowance 
for the increase in the rates of technological progress in 
the years ahead. 

The TsNIIChermet has developed a method of determin- 
ing the service life of specialized fixed capital in the iron 
and steel industry, has tested it in the open hearth and sheet 
rolling departments of the Hammer and Sickle factory at 
Moscow and has offered it for large-scale discussion by 
specialists in the field. The TsNIIChermet method was 
taken as the basis for investigations conducted during 1958 
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and the first quarter of the present year by certain 
institutes and organizations at iron and steel and coke- 
chemical enterprises, and at plants of the refractories and 
ore mining industries. 

The TsNIIChermet method is based upon the following 
principles. First, all research is conducted within the 
existing system of accounting of fixed capital. Second, the 
research work is developed for modern and not obsolete 
machines and equipment. Third, in determining the service 
life, major overhaul is regarded as a form of partial, de- 
tail-by-detail replacement, required to assure that the tota. 
complex of means of labor continues to function for the ex- 
pected period. 

At enterprises in the iron and steel industry and its sup- 
pliers, accounting of fixed capital is conducted on the basis 
of the items carried on the inventories, including structura 
engineering objects, and the object or combination of ob- 
jects designed to carry out the specific functions that are 
peculiar to this item. 

However, arbitrary decisions have been made in some 
places because of the inadequacy and the non-specific na- 
ture of methodological guidance, and the absence of 
cision in definition of inventory items as the fundam 
and primary unit of analytic analysis. The card files ¥ 
the analytic accounting of fixed capital at such iron and 
steel mills as Zaporozhstal, Azovstal, the Dzerzhinsky, 
and the Magnitogorsk integrated mill list tens of thousan 
of inventory items, and hundreds or even thousands of iten); 
in the major iron and steel departments. The card files for 
individual plants show, side by side, inventory items such 
as a blast furnace (which costs 17 or 18 million rubles), a 
high capacity electric traveling crane (which costs several 
hundred thousand rubles) but items of little value, such as 
a shed for loaders (2,000 rubles), and elevator foundation 
(2,500 rubles), etc. Nevertheless, the data of the plantwide 
bookkeeping accounts of fixed capital provide valuable ma- 
terial for investigation of the question as to the periods dur 
ing which means of labor function. 

Among the basic iron and steel units, blast furnaces and 
open hearth furnaces and rolling mills within the enterprise 
that formerly came under the Ministry of the Iron and Steel 
Industry, there are some that went into operation in the pre 
revolutionary period and in the years of reconstruction of 
the national economy and of the first five-year plan, as maj 
be seen from the following table: 
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The table also shows that the bulk of the basic equipment 
of the iron and steel industry (75 out of 108 blast furnaces, 
200 out of 288 open hearth furnaces, 140 out of 245 rolling 
mills) were built or reconstructed and Simultaneously 
modernized after 1941. Moreover, the new units not only 
predominate numerically but are substantially more produc- 
tive. The new blast furnaces smelt more than 90% of the 
‘pig iron, and three new continuous and semi-continuous 
‘Sheet mills produce 65% of the thin sheet (while the other 
80 mills produce only 35%), two rebuilt and one new mill 
yield 40% of the large merchant stock (while the other 20% 
yield 60%). 

__ According to the method developed by the TsNIICHerme- 
tom, only new units or those started during the second five- 
year plan but modernized and rebuilt thereafter were sub- 
jected to investigation (the large section mill at the Magni- 
togorsk iron and steel works, the wire mill of the Dzer- 
zhinsky mill, etc.). 

The fixed capital of the iron and steel, coke-chemical, 


Service 
Structural life, 


element 


The table shows that in order to make complete utiliza- 
tion of the use value of a basic structural element A, the 
cost of which is 30% of the value invested in the total com- 
plex, the life of the latter should be set at 20 years. During 
this period, elements B and E are replaced once (at the end 
of the tenth year of operation), element C — 3 times, and 
element D — 4times. A million and a half rubles are spent 
in 20 years on basic overhaul. In this turnover one million 
rubles’ value is invested in the given complex of means 
of labor, the total expenditures through the amortization 
fund exceed 2-1/2 million rubles in view of the difference in 
turnover of the individual components of this fund (due to 
the difference in service life of these various elements). 

As the value advanced inelements B, C, D and E turns over 
from two to five times (during the 20 years that the item un- 
der observation functions), the amortization fund also shows 
a million and a half rubles required to finance capital re- 
pair. The financing of basic overhaul requires no value 
over that invested in the complex of means of labor. 

_ After the identification of the inventory items represent- 
ing the basic equipment of a unit of an iron and steel mill, 
an open hearth furnace or a rolling mill, it is necessary, 
with the assistance of skilled experts on the plant staff, to 
break down each inventory item into its structural elements, 
assemblies and parts. After this dissection, it is necessary 
to determine the major elements whose service lives de- 
fine the over-all turnover of value invested in the given in- 
ventory item. However, it is not always possible to accumu- 
late the necessary data from bookkeeping reports, as struc- 
tural elements of this type usually considerably outlive the 
maximum periods for storage of bookkeeping records, and 
the inventory chart very frequently is incapable of 
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of various elements utilized under conditions of heavy ther- 
mal and mechanical loadings, large temperature drops, and 
intensive chemical reactions. Some elements of the fixed 
capital require repeated rebuilding due to inadequate serv- 
ice life and resistance of materials of construction or due 
to exceptionally severe mechanical and thermal conditions 
of operation. Other elements are so long lived that they 
lose their use value due to technological obsolescence and 
the economic inadvisability of their further utilization. 

Total and efficient utilization of the use value of a com- 
plex of means of labor requires that elements, assemblies 
and parts subject to excessive wear be replaced once or 
more frequently.- This replacement takes the form of ma- 
jor overhaul, which constitutes partial, detail-by-detail re- 
placement, or, in other words, replacement in kind. The 
total length of time during which a complex means of labor 
functions is largely dependent upon the volume of major 
overhaul, as is testified to by the following data: 


Need for 
capital repair 
(in thousands 

of rubles) 


As percent 
of total 


answering all the questions that have to be posed. There- 
fore, the expert factory personnel is involved in determin- 
ing the service life of the fundamental unit. This term of 
years is established with due consideration for technologi- 
cal progress and class 2 obsolescence, as well as of the 
economic desirability of carrying out basic overhaul after 
this period has elapsed. 

Reporting for bookkeeping and technical operating pur- 
poses offers adequate data on previous basic overhaul. 
Official reports on defects, preliminary and actual finan- 
cial reports on basic overhaul, entries into the logbooks of 
department mechanics with respect to inspections and in- 
ventories of equipment, records kept by the bookkeeping de- 
partment on liquidation of fixed capital, etc., make it possi- 
ble to determine the length of each cycle of basic repairs ~ 
and the extent thereof in natural indices, which are then re- 
calculated into current prices. 

The TsNIICher met, testing its method at the Hammer and 
Sickle factory, found that an open hearth furnace entered in 
the books as a single inventory object was put up for basic 
overhaul every six years. The cost of this overhaul was 
67% of the value of the rebuilt furnace in current prices. 
The refractory elements of the open hearth furnace, includ- 
ing the bottom and the checker-chambers (50% of the cur- 
rent value of the furnace), and the metal fabrications (21.5% 
of the value) were one third replaced every six years, while 
50% of the equipment and the notch (15.5% of the value) were 
also given basic overhaul every six years. An analysis of 
the condition of the structural elements of an open hearth 
furnace at the Hammer and Sickle plant at the time of the 
third overhaul, that is after 18 years of operation, shows 
that, with consideration for technological progress, the 
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total life of a furnace of this kind can be set at 18 years. 

An inventory item of such complexity as a one thousand 
cubic meter blast furnace can be broken down into six struc- 
tural aggregates and valued at 10 million rubles (on the 
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basis of the Gipromez handbook for the forthcoming reval- 
uation of fixed capital). Asa result, the fottowing data are 


obtained: 
OK KOK 


Although the foundation of a blast furnace and its steel 
structures can last not less than 50 years, according to ex- 
pert opinion, we have taken a 25-year service life in the 
light of the fact that utilization of the furnace for longer than 
that period is inefficient due to the need for considerable 
outlays on major overhaul. The strongest and structurally 
most coarse components of a blast furnace (the foundation, 
steel fabrications, including the shell, the iron and steel 
castings of the furnace itself, etc.) constitute 21% of the 
cost of the furnace with its equipment and are capable of 
functioning for 25 years. The structural elements of short- 
er life (refractory brickwork, including the hearth bottom, 
the furnace equipment, the tuyere and slag-tapping equip- 
ment, the cinder-notch stoppers, the bosh cooling plate, 
etc.) constitute 25% of the cost of the furnace and can func- 
tion for not more than 5 years. Usually, every 4 to 5 years 
after it has been blown in, a blast furnace is put up for ma- 
jor overhaul for complete replacement of refractory brick- 
work, including the hearth bottom, and also for partial re- 
placement of details (bosh cooling plate, slag implements, 
lining plates, cinder-notch stoppers). The remaining struc- 
tural components (iron and steel castings, the fabrications _ 
and equipment of the throat, the fabrications and equipment 
of the bridge, the electrical equipment and water lines), 
which serve for 12-1/2 years, are replaced during the sec- 
ond or third major overhaul, and, it may be, at other inter- 
mediate times. 

Thus, in order to guarantee complete utilization of the use 
value of the aggregate and total turnover of the value in- 
vested, it is necessary to expend 15,400,000 rubles on basic 
overhaul during the 25 years of operation of a blast furnace. 
This is 50% more than the initial cost of the furnace. 

The Economic Research Institute of the State Planning 
Committee approved the TsNIIChermet method and rec- 
ommends it, in its own instructions on method, for the iron 
and steel industry and its supporting industries (ore mining, 
coke-chemical refractories). In addition, the NIEI of the 
State Planning Committee advises that the service life of 
equipment in the petroleum industry be determined on the 
basis of “weighted averages.” The methods instructions of 
the institute cite an example of calculation of such an “aver- 
age weighted” term for an installation for thermal cracking, 
consisting of four major parts of the inventory item. (See 
following table.) 

_ In the methods instructions, the service life of this in- 
ventory item is set at 7-8 years on the basis of an “average 


a ee 
Major repairs 
Combined Service required 
inventory life, In thousands Percent (thousand 
items years of rubles of total rubles) 
Foundation 25 600 6 
Steel fabrication 25 1,500 15 
Iron and steel cast- 
ings 12.5 3,000 30 3,000 
Lining 5.0 2,500 25 10,000 
Water piping, etc. 1225 400 é, 400 | 
Equipment 1220 | 2,000 20 2,000 * 
Total _ 10,000 100 15,400 


Percentage 0 
cost to total 
cost of 
inventory item 


Average 

service 
life 

(years) 


Furnaces 
Evaporator 

Hot pump 

Gasoline condenser 


weighting” calculated as follows: 


8x20+4x15+8x10+7x15 - 6.75 
20+15+10+15 


According to the method of the TsNIIChermet, the serv- 
ice life of a thermal cracking equipment should be 8 years, 
in the course of which time the use value of the furnace and 
the hot pump will be completely used up, and the cost of 
major overhaul for replacement of the evaporator after four 
yearsis 15% of the cost of this inventory item. 

At the present time, the work of the institutes under the 
guidance of TsNIIChermet, to determine the service lives 
of the major specialized items of capital so as to discover 
the volume of basic overhaul, has been completed. The 
TsNIIChermet possesses all the data on the investigations © 
made at the Magnitogorsk Iron and Steel Works, and the . 
Dzerzhinsky, the Petrovsky, the Azovstal, the Zaporozhstal 
mills, the ore mines of the Krivoi Rog and the Nikopolmar- 
ganets, as well as at eight tube mills, 6 refractory mills, — 
and two ferro-alloys plants. These investigations em- __ 
braced hundreds of inventory objects in the basic iron and 
steel units, blast and open hearth furnaces, Bessemer con- 
verters, electric furnaces, breakdown and rolling mills, re- 
heat furnaces, traveling electric cranes, roasting fur- 
naces, refractory plants, andtube rolling and welding mills. 
All these data will be able to be utilized effectively for elab 
oration of drafts of new standards of amortization deduc- 
tions for the specialized fixed capital. 

As we know, the State Planning Committee of the USSR 
bears the responsibility for elaborating classifications for 
calculation of amortization standards and compilation of — 
methodological instructions for determination of new 
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mortization standards, to assure reconstruction and basic 
yverhaul of fixed capital with due consideration for inten- 
sity of exploitation and obsolescence of equipment. The 
NIEI of the State Planning Committee was assigned to 
solve the problem of the relationship between this classifi- 
ation and the standard classification of fixed capital, as 
vell as of the items with respect to which amortization de- 
luctions should be made and the relation thereof to inven- 
ory items as the primary unit of analytical bookkeeping. 

The classification of fixed capital for purposes of amor- 
ization should be based on the standard classification of 
he Central Statistical Administration which provides the 
oundation for analytical bookkeeping with respect to such 
pital. All subsidiary categories and sub-categories set 
ip for amortization deductions in accordance with the homo- 
eneity of the purposes to which the capital is put in terms 
f production engineering and comparable service lives 
should fall within the limits of the standard classification 
wf fixed capital by the Central Statistical Administration. 
“herefore, the suggestion to eliminate the classification 
transfer devices,” to establish a category called “automa- 
ion,” to divide the machinery category in half, etc., will 
nevitably result in making corrections in the standard 
lassification of fixed capital by the Central Statistical Ad- 
ministration. If this is not done, and also if there is not 
ome reorganization of the card files at the plants them- 
elves covering the fixed capital, it will be difficult for the 
counting departments at the various industries to make 
he required deductions for amortization. 

In the process of elaboration of the classification of 

ixed capital for amortization purposes, the NIEI of the 
tate Planning Committee, jointly with scientific research 
n stitutions, particularly the TsNIIChermet has solve? the 
roblem of identifying the object with respect to which 
mortization deductions are made, as the basic unit in the 
lassification. In many cases, for example with respect to 
uildings, structures, simple machines, machine tools, and 
ransportation equipment, an item used as an amortization 
nit may well correspond to an inventory item. However, 
ot infrequently, the former will include a complex of ma- 
hines, devices, and apparatus carried on the books indi- 
idually as inventory items. This combination of inventory 
fems related by the unity of the technological process pre- 
eter mines the factthat each component thereof will share 
1e fate of the whole, regardless of the length of time that 
ach is capable of existing individually. 

In accordance with the methods instructions of the State 
Janning Committee, the unit from which amortization de- 
uctions are made in the iron and steel industry is the en- 
re complex of machinery and equipment of a sintering 
lant, a blast or open hearth furnace, a coke battery, rough- 
ig, finishing, rolling and tube mills, electric furnaces, 
ibe welding and tube casting equipment, with the exception 
f cranes and transportation equipment. 

The standard of amortization deductions, the accounting 
4m taken for returning the value of fixed capital as it is 
orn out, constitutes a unity of two parts, the purpose of 
ne of which is to return the cost of the fixed capital as its 
se value is utilized, and the second is to provide a return 
F this value in the form of major overhaul of various com- 
ment parts of the complex of means of production. The 
ifference in service life of the various components of a 
ymplex aggregate of means of production inevitably has 
.e result that a portion of these elements will be replaced 
speatedly in the form of major overhaul, while another 
srtion will continue to exist, thus determining the total 
fe of the entire complex. In connection with the difference 
. the life of individual elements of the given complex, 
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differences occur in the turnover of components of the 
value advanced, of which some portion is turned over sev- 
eral times, providing for the financing of major overhaul, 
while another portion undergoes only a single turnover. 

In the methods instructions of the USSR State Planning 
Committee, note is taken of the fact that “different rates 
of amortization” should be maintained for replacement pur- 
poses and for major overhaul due to the peculiarities in- 
volved in the formation and utilization of these deductions 
for amortization, and it is repeatedly emphasized that the 
matter at issue relates to two portions of a single stand- 
ard. 

Under the generally recognized formula, calculation of 
the rate of amortization is as follows: 


(ROm-V,r) x 100 
TxR 


where Sq is the amortization standard, R is the replacement 
value of the capital, Om are expenditures on major over- 
haul, Vy is the residual value on liquidation, T is the turn- 
over period for the value advanced, or the term during 
which this capital functions. 

Vy (the residual value upon liquidation) can readily be 
eliminated from this formula as insignificant. The equip- 
ment of the major departments of iron and steel mills 
(blast furnaces, steel melting and rolling) is valued in cur- 
rent prices in the category of 6,000-10,000 rubles per ton, 
and the amortization scrap into which the equipment is re- 
duced after utilization is carried at 150-200 rubles per ton. 
Moreover, it must be borne in mind that in order to produce 
scrap and sell it at the current price, labor has to be ex- 
pended upon disassembling the equipment, and upon reduc- 
ing it to a compact mass for utilization in open hearth fur- 
naces. 

In connection with the methods instructions of the State 
Planning Committee with respect to the unit to be em- 
ployed for amortization deductions, the material obtained by 
research done by the TsNIIJChermet and other institutions 
with respect to inventory objects, and all the indices there- 
on (regarding service life, cost in current prices, volume 
of major overhaul) may be grouped without special effort 
and utilized to determine the service lives of the given ob- 
jects. : 

On the basis of these data it is not difficult to establish a 
standard of amortization, for example, with respect to the 
complex of machinery and equipment for a one thousand 
cubic meter blast furnace by assembling all the major in- 
ventory items with an estimate of replacement cost, giving 
due consideration to service life and the required major 
overhaul. We present on the following page the corre- 
sponding data (in round figures). 

The aggregate of a blast furnace of one thousand cubic 
meters capacity, including the buildings, structures, ore 
yard, ore bridge, power producing and working machinery, 
etc., is valued at current prices at about 45 million rubles, 
while that portion of the whole that we present in the table 
shown on the following page is valued at 26 million rubles. 
The service life of this aggregate has been set at 26 years, 
as three of the six groups of inventory objects (the blast 
furnace proper, the Cowper stoves, and the charge bridge), 
valued at 21 million rubles, will function 25 years under 
the condition that major overhaul to a value of 25,400,000 
rubles will be carried out during this period on these 
items alone, of which 15,400,000 will be spent on the blast 
furnace itself. The three remaining groups of inventory 
items in the blast furnace aggregate (the gas cleaner and 
its piping, the bunker equipment, and other equipment), to a 
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Basic overhaul required 
during service life 
(in million rubles) 


life In millions 
(years) of rubles 


The blast furnace proper 
The Cowper stoves 25.0 10 
The gas chambers and 

their piping 12 
Bunker equipment 17! 
The charge bridge 25. 
Other equipment 12 


total value of 5 million rubles, are capable of functioning 
for only 12-1/2 years. In order to assure functioning of the 
entire complex of a blast furnace for 25 years, these three 
groups have to be replaced within 12-1/2 years, and approx- 
imately 5 million rubles has to be spent on major overhaul. 
Moreover, all three groups of inventory objects (each of 
which consists of assemblies and parts with service lives 
of not over 12-1/2 years) cannot function for 12-1/2 years 
unless major overhaul to a value of 5 million rubles is car- 
ried out. Five million rubles has to be spent on major over- 
haul of these three groups of inventory items (the gas clean- 
ers and their piping, the bunker equipment and other 
equipment) during the first 12-1/2 years, and in addition, 
during the thirteenth year, there has to be a Single outlay of 
another 5 million rubles classified as major overhaul for 
complete rebuilding of virtually all the inventory objects, 
in addition to which another 5 million rubles has to be spent 
on major overhaul during the next 12-1/2 years. Thus, a 
total of 15 million rubles has to be spent on major overhaul 
of these three groups. 

If we apply the formula for determination of amortization 
standards cited above to this entire aggregate, we obtain: 


_ (26,000+40,400) x 100 - 19.9 
Sa = "95x26,000 " 


in which the portion expended upon replacement is 4%, and 
the portion to be spent in financing major overhaul is 6.2%. 
Preliminary calculations for the open hearth furnace, the 
roughing, finishing, and shape rolling mills, sintering plant, 
the coke battery, the Bessemer convertor, and other com- 
plexes of machines and equipment in aggregates used in the 
iron and steel industry may be calculated in the same way. 
Judging by preliminary rough calculations in the draft 
that has been elaborated, the new standards for amortiza- 
tion deductions with respect to the specialized forms of 
‘fixed capital in the iron and steel industry, coke chemicals, 
iron ore, and refractories industries may be increased 
somewhat relative to the differentiated standards estab- 
_ lished by the Council of the National Economy in 1930. In 
that period, the amortization rate for the equipment of iron 
and steel departments was set at 8.9% per year (assuming 
three-shift operation), but until January 1938, no provision 
was made to specifically assign a portion of these deduc- 
tions for the financing of basic overhaul. According to very 
rough preliminary calculations, the new standards of deduc- 
tion for amortization may fluctuate in the range of from 
10.2% for blast furnaces to 7.5-8% for breakdown mills, and 


fixed capital because the fixed capital going out of use had 
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to basic overhaul will also vary. 
A government order of January 1938 established an 
age amortization standard for the entire People’s Com 
sariat of Heavy Industry of 5.6% (including 2.4% for majo 
overhaul). The Commissariats and the Bureaus were in- 
structed to work out differentiated rates of amortization 
and differentiated scales of allocations for major overhaul. 
However, the differentiated rates of amortization were not 
developed. The classifications and standards established 
in 1930 continue to be operative in industrial enterprises, 
and in particular in the enterprises of the iron and steel 
industry. This compels the bookkeepers of the individual 
enterprises to enter corrections in the sums originally cal- 
culated for amortization so as to include in the amortiza- 
tion standard the amortization fund established by the in- 
dustrial financial plan for the given year. 
In 1957, plants and integrated mills in the iron and steel 
industry calculated amortization on productive capital at 
5.4% (of which 3.1% was for new investments and 2.3% for 
basic overhaul). Had amortization been calculated on the 
basis of the differentiated standards established in 1930, 
and on the basis of the structure of the fixed producing cap- 
ital as of the status of January 1, 1958, it would have been © 
5.85%, or in other words 8.5% higher than the rate at which 
the calculations were actually being made. Inthe cost of 
production for the market in these enterprises of the iron — 
and steel industry, the amortization rate in 1957 was 5.6%. — 
The new standards for amortization deductions inthe 
various specialized types of fixed capital employed in the J 
iron and steel industry and its supporting branches of indus- 
try should reflect the actual rate of wear of this fixed cap-_ 
ital. The difficulty is in reflecting the actual wear found by 
research in the new standards so as to avoid excessive in- 
crease in the standards above the cost actually transferred. 
As has previously been noted, the new standards of amor- 
tization deductions with respect to the specialized fixed cap: 
ital in iron and steel could be increased somewhat. How- — 
ever, this increase is explained not at all by the fact that 
the new standards include not only the transferred cost of — 
the fixed capital, but a portion of the national income as 
well, but by the fact that the standards of 1930 and the cur- 
rent practice in amortization deductions underestimated 
the actual rate of wear. The annual reports of the metal- 
lurgical plants and integrated mills show that many mil- 
lions have been written off as losses in the liquidation of — 


not been completely amortized. This was explained not onl 
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y the fact that the practices employed in amortization de- 
ictions did not consider technological progress and obso- 
scence of class 2, but also by the fact that the existing 
andards of amortization did not always reflect the real 

ate of wear. 

At this point it is difficult to foresee how the new stand- 
rds of amortization deductions for specialized fixed capital 
ems in the iron and steel industry will reflect upon the 

st of production, inasmuch as, in the first place, it is dif- 
cult to guess in advance the results of the revaluation of 
is fixed capital that is to be performed and, secondly, we 
) not possess data for judgment as to the level at which the 
andards of amortization deductions for non-specialized 
xed capital items will be set. Apparently, there will be an 
icreaSe in the valuation of the fixed capital of the iron and 
eel industries of the Urals, which constitutes 36.6%, and 

i Siberia, which constitutes 8% of the total book value of 

le fixed capital of mills and factories in this field. This 
ill apply particularly to the plants launched during the first 
ad second five-year plans. The value of the fixed capital 

{ the iron and steel industry in the south (specifically those 
=stored and equipped during the first post-war five-year 


plan, when cost of equipment was higher), and which total 
48.5% of the total, will be revaluated downward to some de- 
gree. Therefore, the total deductions for amortization at 
the metallurgical enterprises of the Urals and Siberia will 
be increased, while at the iron and steel enterprises of the 
south it will show something of a decrease. 

The specialized fixed capital items with respect to which 
the TsNIIChermet is elaborating standards of amortization 
deductions constitute not more than 55-60% of the total fixed 
capital of the metallurgical industry. The rest of the fixed 
capital includes all kinds of general civil engineering build- 
ings and structures, machine shops and foundries, power 
Supplies, railway trackage and roads. If the standards of 
amortization deductions for the specialized fixed capital are 
somewhat increased, the standards for the non-specialized 
fixed capital of the iron and steel industry will not undergo 
any Significant change, for the most part. 

The elaboration of new, scientifically valid and economi- 
cally justified standards for amortization deductions is a 
matter of major governmental importance. 
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CRITICISM AND BIBLIOGRAPHY 


V. Donskov, A. Shatkan: 


Problems of Distribution of the Food 
Industry of the USSR 


Distribution of the Food Industry of the USSR, by L. V. 
Opatsky, Gosplanizdat, 1958, 354 pp. 


One of the most important steps being carried out in the 
USSR for the purpose of bringing about a considerable rise 
in the living standard of the working people is the further 
development of all branches of the food industry capable of 
effecting mass production of quality foodstuffs with min- 
imum labor. 

This has been facilitatedto a considerable degree by the 
increase in production of farm produce during the past five 
years (1953-1958) constituting the results of the realization 
in life of the decisions of the party and government directed 
toward overcoming the lag in agricultural production. 

According to the target figures for the development of the 
national economy of the USSR in 1959-1965 adopted at the 
21st Congress of the Communist Party of the Soviet Union, 
it is proposed to increase the gross production of the food 
industry by about 70% during the seven-year plan. This re- 
quires expansion of production capacity both by expansion 
and reconstruction of existing enterprises and by means of 
a considerable amount of new construction. During the 
seven-year plan, it is projected that 35 billion rubles will be 
invested in the food industry, not counting the fisheries. 
This is 252% of the scope of capital investment therein dur- 
ing the preceding seven years. During the same period, 
about 250 new meat packing plants, more than one thousand 
dairies, more than 200 canneries, 83 sugar refineries, 200 
bakeries, etc., are to be built. 

Rational geographic distribution of new factories and 
mills as well as expansion and reconstruction of the exist- 
ing enterprises can be carried out only if planning practices 
make all-sided provision for the requirements of the objec- 
tive economic laws of socialism, the specific conditions of a 
given branch of the economy, and the problems facing it at 
the given stage of the upbuilding of communism. From this 
we see how important it is to study the specific features of 
the development and distribution of various branches of in- 
dustry as they relate to related branches of industry and 
agriculture, as well as a scientific analysis of the factors 
by whicha maximum economy of outlay of social labor is 
obtainable. 

A monograph prepared in the Economics Institute of the 
USSR Academy of Sciences by L. V. Opatsky on the distri- 
bution of the food industry, which comprises more than 
twenty different branches, is devoted to these problems. 

The author of the book under review made it his object to 
analyze the general characteristics of the development of 
the food industry, to investigate the foundations and pecu- 
liarities of its distribution with regard to methods of deter- 
mining these matters, of evaluating existing shortcomings 
and disproportions so as to assist in improving the solution 
of problems of location of the food industry in the future. 

Proceeding from the general principles of distribution of 
socialist industry, the author indicates specific problems of 
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the development and distribution of this branch of industry, 
its place and significance in the national economy, the ad- 
vantages of the current distribution of the Soviet food indus- 
try over the pre-revolutionary distribution, and offers a 
critical analysis of the existing practices in the distribution 
of new enterprises and proposals to improve these prac- 
tices. In addition, L. Opatsky notes that many branches of 
the food industry are typified by a great deal of diversity. 
Therefore, the specific elaboration of problems of location 
of specific branches requires special investigation. . This 
book not only examines the complex of questions pertaining 
to distribution of the food industry, but provides a fair ly detailed 
illumination of the economics of this branch as a whole. 
And this of course will increase readers’ interest insthe 
work. 

Part I of the book under review analyzes the develo 
and distribution (geographic) of the food industry in pr 
revolutionary Russia, the influence of residues of feudal 
and the peculiarities of the development of capitalist rela 
tionships of production upon the development of the food in 
dustry. 

It should be noted that Opatsky’s book provides a more 
complete analysis than do earlier books in this field of the 
historical aspects of the totality of questions behind the de- 
velopment and distribution of the food industry in pre- 
revolutionary Russia. However, the author’s assertion that 
“hitherto there has not been a single piece of research” 
(page 6) into problems of development and geographic dis- 
tribution of the pre-revolution food industry is not quite 
accurate. Previous studies of the food industry did shed 
light on the basic tendencies of the development of this in- 
dustry in old Russia. Moreover, dissertations in the fields © 
of the sugar, canning, brewing and other branches have pro- - 
vided detailed analysis of the state of the pre-revolutionary 
economy in these branches against the background of the 
general geographic distribution of the forces of production. — 

In this same part of his book, the author examines ques- — 
tions of concentration of the pre-revolutionary food indus- — 
try. He shows that as early as the 19th century, large in- 
dustrial enterprises equipped with machinery that was ad- 
vanced for its day forced out all previous forms of indus- — 
trial production in the sugar and alcohol industries. The — 
process of concentration also proceeded in other branches — 
of the food industry, and specifically in the tobacco, the oil 
pressing and the flour milling industry. About one-half of 
the total output could be ascribed to large enterprises. oe 
True, there were some branches in which the number of 
small handicraft type enterprises increased alongside of 
heavy concentration of production. 

The major attention in L. V. Opatsky’s book is given to 
the investigation of the question of the concentration of pro- 
duction in the most important branches of the food indus- 
try. The fact is that this process proceeded quite inten- 
Sively in certain smaller branches as well. Thus, for ex- 
ample, machinery was used in the macaroni industry in pre- 
revolutionary Russia (screw presses, steam machines and 
chamber dryers). In 1856 there was a macaroni factory in 
Moscow having a steam machine, four hydraulic presses 
and chamber dryers. This factory processed 12,500 poods 
of macaroni products per year. In 1913 there were already 
39 macaroni factories in Russia, with a total of 200 presses 
and 1,554 workers. In the brewery field, beer output 
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nultiplied more than 13-fold from 1860 to 1913. This in- 
rease was accompanied by a continuous reduction in the 
umber and increase in the capacities of the breweries. In 
91 3, 58.5% of all the beer produced in the country was 
rewed in large enterprises. 

_ On the basis of an analysis of the distribution of the sugar, 
Jcohol, oil pressing and other branches the author demon- 
trates that the Soviet Union inherited an exceedingly unbal- 
nced geographic distribution of food enterprises. Factory- 
cale treatment. of food products was concentrated mainly 

n a very few districts. Thus, Moscow and St. Petersburg 
rovinces processed about 75% of all confectioneries and 
bout 50% of all cigarettes. More than 80% of all the sugar 
yaS produced in the Ukraine, where a considerable portion 
f the wineries were also located. More than 70% of the 
nterprises in the oil pressing industry were concentrated 
n the central districts, although Central Asia and the 
Jkraine were the major sources of raw materials. 

| The principles of distribution of socialist industry and 

ne peculiarities of distribution of the food industry con- 
titute the subject matter of the second part of the book un- 
er review. It illuminates the role of the food industry in 
ocialist reproduction, as well as the history of the develop- 
aent in the USSR of a large-scale food industry, in conjunc- 
ion with the fundamental socialist changes in the economy 
esulting from the industrialization of the country, the so- 
ialist transformation of agriculture and the continuous 
mprovement in the living standard of the working people. 
The author provides a detailed examination of the need 

or consideration, in planning geographic distribution of food 
nterprises, of economies in concrete and abstract labor, in 
acreaSing the productivity of labor at all levels of produc- 
ion, and the influence of various factors in the foregoing: 
aw materials, transportation of raw materials and fuel, 
ransportation of finished products to the site of consump- 
ion, aS well as the influence of technological progress. On 
ne basis of analysis of these factors, L. Opatsky comes to 
ae conclusion that a tendency toward physical approxima- 
ion of production and consumption is typical of the food in- 
ustry. This tendency is most marked in the distribution 

f the flour, baking, dairy, foodstuffs, confectionery and 
ther branches which produce a large quantity of perishable 
roducts or products that withstand transportation poorly. 
his same tendency is observed to some degree in the dis- 
ibution of branches processing non-transportable agricul- 
iral raw materials, but only to the degree that conditions 

f soil and climate, as well as economic factors make pos- 
ible the development of new sources of raw materials for 
1ese industries in areas closer to those in which they are 
onsumed. In those branches of the food industry, the 
eography of whose raw material supplies does not corre- 
pond to the geography of consumption, this tendency is ex- 
ressed in a trend to specialized enterprises by stages of 

1e production process and to distribute them accordingly. 
lants engaged directly in processing the original agricul- 
ral raw material are placed where it is produced (granu- 
ted sugar refineries, tobacco fermentation, wineries, tea 
af processing, etc.), while plants engaged in completing 

.e production process and in putting out the finished prod- 
st (refined sugar, secondary-stage wine-making, tobacco 
1d tea factories, etc.) are set up in the districts where the 
roducts are consumed. 

The author notes that the tendency toward geographic 
yproximation between production and population distribu- 
on is manifested to differing degrees in different branches 
‘the food industry. However, it would have been neces- 
ry to emphasize that, in solving problems of distribution, 
1e cannot take a single factor as determinate, but it is 
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necessary to take into consideration the entire totality of 
factors governing proper distribution of enterprises of this 
industry which has so many branches and is so varied in 
technology and equipment. 

The organizing role of the food industry in the develop- 
ment of its sources of raw materials is quite familiar. The 
food industry presents specific specifications with respect 
to the properties and quality of the raw materials it util- 
izes. The processes of treatment and the taste qualities of 
the finished product depend to a considerable degree upon 
periods of maturation, grading, capacity for long storage 
and other properties of the raw materials. The sugar con- 
tent of beet root, the oil content of oil seed, the amount of 
dry matter in tomatoes, etc. influence the yield of product 
per unit of raw material, and the expenditures upon proc- 
essing and other industries. This makes clear how impor- 
tant is the role played by soil and climatic factors in deter- 
mining the properties of the raw materials, the length of 
the growing season, and other factors affecting yield, cost 
of raw material production and, consequently, the cost of 
the industrial product. This makes it necessary, in planning 
the location of enterprises in the food industry, to take into 
consideration both the special features of the individual 
crops and of branches of agriculture. 

The book uses a number of examples to illustrate the ad- 
vantages of the organization of specialized raw material 
zones for the various branches, which are of great impor- 
tance for production in the sense of reducing the radius 
within which the raw material is shipped, controlling the 
intervals at which deliveries are taken, preserving the 
quality of the raw material, reducing expenditures upon 
preparation and transportation, etc. At the same time, 
specialization of the raw material zones corresponds to the 
interests of agriculture, and facilitates mechanization of the 
work of cultivating given crops in areas near factories, 
makes for an increase in monetary income from the par- 
ticular crop and aids in the utilization of factory discards 
for livestock feed, etc. 

Under the new conditions of planning of agricultural pro- 
duction and of industrial administration, the possibilities of 
establishing an even closer relationship between the food- 
stuff enterprises and the collective and state farms of the 
given zone are facilitated. 

Moreover, it should be noted that a more profound anal- 
ysis of the shortcomings of the existing practice in organ- 
ization of raw materials zones (in the sugar, alcohol, and 
cannery industries) expressed in part in the fact that enter- 
prises of some branches of industry have taken themselves 
out of active participation in cultivation and organized pur- 
chase of industrial crops (for example, breweries and 
barley production), would have: enabled the author to give a 
sharper edge to the attention he does give to questions of 
improving the organization of the raw material supply of 
the food industry that are now coming to a head. 

In addition to correct geographic distribution of enter - 
prises, an important role in the development of the food in- 
dustry is played by determination of rational capacities for 
various enterprises. In this connection, the author is cor- 
rect in noting that differences in the concentration of the 
source area and in the density of population affect the con- 
centration of production. Therefore, three or four differ- 
ent standard types of enterprises of different capacities 
should be worked out for each branch of the food industry. 

The book also gives attention to problems of specializa- 
tion, subcontracting, and coordination, which have had con- 
siderable development in the food industry but have hither- 
to had inadequate expression in the literature. In a number 
of branches of the food industry that process raw material, 


08 


specialization in terms of the stages of the production proc- 
ess is highly developed, division of plants into enterprises 
for the refining and the granulation of sugar, into alcohol 
and liquor enterprises, into tea processing and tea package 
plants, in the fermentation and tobacco industries, into pri- 
mary and secondary wineries, etc. This kind of specializa- 
tion provides a considerable economy in transporting the 
primary processed material. There are also important 
perspectives in the field of combining such enterprises as 
flour mills and bakeries, oil pressing enterprises and hydro- 
genation plants, etc. All this is intimately related to the 
solution of problems of geographic location of enterprises. 
In investigating the role of the transport factor in the dis- 
tribution of the foodstuffs industry as one of the most impor- 
tant conditions for saving social labor, L. Opatsky demon- 
strates the influence of the inadequate utilization of the car- 
rying capacity of freight cars upon increase in storage 
costs. For example, only 6.5 tons of tobacco products and 
12 tons of macaroni can be placed in a 20-ton capacity 
freight car, and only 2.5 tons of cattle can be carried in the 
same kind of closed car. The cost of haulage due to packing 
materials is also sharply increased. Thus, when beer is 
carried by the case (20 bottles) the beer represents 10 kilo- 
grams and the bottles and case 13.5 kilograms of the total 
weight. As the result, the costs of transportation for raw mate- 
rials and finished products are 60% greater in, for example, the 
packing house industry, than the cost of processing the raw ma- 
terials. This makes clear how important it is, in the light 
of the ever increasing volume of haulage of raw material 
and finished food industry products, to transfer this haulage 
to the most advanced economical form of transportation 
which would serye both to speed haulage and to cut its cost. 
For certain types of food products it is necessary to con- 
vert to bulk haulage (for example in the case of flour) while 
in others it would be desirable to shift from railway to 
truck transport. 

In his third section, which comprises nearly half of the 
book under review, the author presents data on the signifi- 
cant shifts that have taken place in the distribution of the 
food industry during the years of the upbuilding of social- 
ism. 

Whereas during the first years of the fifth five-year plan, 
it was necessary to haul up to 100,000 tons of cotton seed 
from Central Asia to the Volga and other districts for the 
oil fats industry, today the accelerated construction of oil 
processing plants in Central Asia has completely freed our 
economy from long hauls of cotton seed because they are 
all processed on the spot. 

In connection with the development of more than twenty 
sugar mills in various parts of the country, the share of 
the Ukraine in the production of granulated sugar has di- 
minished from 81.5% in pre-revolutionary times to 70.9% 
in 1955. At the same time, the share of the RSFSR in sugar 
production is increasing. It will rise particularly sharply 
upon completion of the construction of a new center of the 
Sugar industry in Krasnodar territory and other districts 
in Russia. 

It should however be observed that long hauls of a num- 
ber of food products still occur. Thus, in many districts 
of the country, we find the products of the large confection- 
ery enterprises of the center. The confectionery enter- 
prises of Moscow, Leningrad and the Ukraine ship more 
than 200,000 tons of products annually, chiefly eastward. 
The average length of these hauls is more than 2500 km, 
and the costs thereof are more than one hundred million 
rubles. Irrational hauls of tobacco, liquors, vodka, salt and 
certain other products also occur. 

In recent years, the problem of accelerating the 
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construction of food enterprises in the eastern portions of 
the country, where production of confectionery products, 
cannery products and certain other foodstuffs is consider- 
ably less than the USSR average, has become particularly 
acute. While urban population of the eastern districts has 
increased fivefold from 1926 to 1956 and constitutes 31.4% 
of the total urban population of the USSR, the share of the 
eastern districts of production of the most important food-_ 
stuffs was as follows in 1955: 6% of the granulated sugar, 
1.6% of the lump sugar, 15.6% of the margarine, 11.6% of 
the cigarettes, etc. This results in economically unprofita-. 
ble hauls of food products. 

L. Opatsky shows that the basic reasons for the definite 
lag in the development of the food industry in the east con- 
sisted not only of the limited investments of capital but in 
the difficulty in establishing new supplies of raw materials 
and in the absence, in a number of cases, of serious eco- 
nomic justifications for new capital investment. Proposals 
advanced in the book with respect to the need for pushing 
the construction of foodstuffs enterprises to the eastern 
districts should be reinforced by more detailed analysis of 
the raw materials possibilities of these districts, of 
labor resources available, and of other necessary fac 
The author analyzes questions of distribution of the sug 
cannery, oil pressing, meat packing, dairy and flour indu}- 
tries, and shows the degree to which disproportions have 
been permitted to develop between the increase in capacity\ 
and the available supply otf raw materials. He providesa — 
basis for methods of improving the distribution of these 
branches. 

It is emphasized repeatedly in this work that after the 


decisions of the meeting of the Central Committee of the 


Communist Party of the Soviet Union in September 1953, 
there was a sharp increase in the resources of raw mate- 
rials available to agriculture. This was a factor in accel- 
erating the rates of progress of various branches of the 
foodstuffs industry. However, in demonstrating the growth 
of production of food products and the increase in the level — 
of marketable production in agriculture, the author usually | 
compares 1956 (and sometimes 1957) with 1940. In our 
opinion, it would be much more convincing to compare 
present day data with the data for 1953. This would maken 
it possible to provide a more rounded indication of the i 
progress made in the foodstuffs industry as a result of th 
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measures taken by the party and the government directed — 
toward a sharp increase in the socialist agriculture. 

These shortcomings do not diminish the significance of 
the book under review. It can serve as a useful aid in 
planning the development and geographic location of the 
foodstuffs industry and the branches thereof. 


V. Belkin, I. Birman: 


A Book by American Economists on _ 
the “Input-Output Method” 


An Investigation of the Structure of the American Economy, 
by Wasily Leontief and others. Translation rom the Eng- 
lish. Gosstatizdat, 1958, 640 pp. 


In our country, ever greater significance attaches to 
investigations having to do with the application of math- | 
ematical methods in economic analysis planning, and, in 
particular, of contemporary computer equipment. It was 
noted at the 21st sce or of the Communist Party of the 
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Oviet Union that large scale introduction of machine math- 
matics into the work of planning and designing organiza- 
ions would provide a colossal economy and that lagging in 
1is field is impermissible. Economic investigations with 
1€ use of mathematical methods should be based on a pro- 
und qualitative analysis of the processes and phenomena 
eing studied. A major role in these investigations is 
layed by the method of balance accounts, the solution of 
xtremum problems, etc., developed in the Soviet Union. 

During the past ten years mathematical methods have 
cquired wide currency in the field of economics in the cap- 
alist countries. For purposes of apologetics, the bour- 
eois economists substitute mathematical constructions for 
ocial and economic analyses of the processes occurring in 
apitalist society. They employ econometrics to attempt to 
ubstantiate the fundamental propositions of contemporary 
ourgeois political economy, the ideological bankruptcy of 
hich becomes ever more evident. However, some works 
1 econometrics are of interest to some degree in terms of 
pplied economics as far as the mathematical methods 
tilized therein for purposes of economic calculations are 
oncerned. 

One of the major trends in modern econometrics is the 
input-output” method. Some problems of this method have 
een elaborated in recent years in certain scientific insti- 
itions of the USSR and the European lands of people’s 
emocracy with respect to questions in the field of investi- 
ation of the socialist economy and the planning of the na- 
ional economy. In 1956-1958, Problems of Economics, The 
ulletin of Statistics, ana certain other journals have car- 
ied articles in which the fundamental ideas of the “input- 
utput” method are set forth, a critical evaluation of this 
1ethod is presented, and methods of utilizing certain of its 
onstructions in the socialist economy are examined. 

Recently the Gosstatizdat published a Russian transla- 
on of the volume: An Investigation of the Structure of the 
merican Economy, written by W. Leontief, professor at 


arvard University, and certain other American economists. 


his work is devoted to problems of the “input-output” 
1ethod. The book consists of five parts. The first part 
resents the static and dynamic theories of their method, 
nd the second sets forth questions of analysis of regional 
es in accordance with the “input-output” scheme. The 
nal three portions of the book examine problems of calcu- 
ition of the indices needed to conduct investigations in ac- 
ordance with this scheme (methods of determining coeffi- 
ients of capital investment per unit output, calculation of 
sefficients of current expenditures on the basis of en- 
ineering analyses, determination of dimensions and struc- 
ire of ultimate demand). 

The theory of statistics revealing the specific features of 
ie “input-output” method is set forth in the book under re- 
iew most briefly, and presents substantial difficulties for 
.e reader who is not familiar with work in this field. The 
int is that the work under review is, to a certain extent, 
sequel to, and the second portion of W. Leontief’s book: 
he Structure of the American Economy, which appeared 
Ya Second edition in the United States in 1951, and is de- 
sted chiefly to problems of the theory of statistics. It 
ould have been desirable, obviously, to illiminate at least 
e fundamental propositions of this statistical theory in the 
reface to the Russian edition so as to facilitate an under - 
anding thereof. Unfortunately, this was not done by Gos- 
atizdat. : 

‘We know that the starting point for the erection of the 
atistical, and for that matter, of the dynamic theory is an 
spanded table in chessboard arrangement. The Soviet 
sonomist familiar with the balance of the USSR economy © 
-£ 


cannot but see a certain simularity between the table repre- 
senting the balance of the social product and the “input- 
output” scheme advanced in the book under review. The 
fact is that the balance method does provide the basis for 
this scheme. It was first developed and largely applied by 
Soviet economists as far back as the 1920’s as the major 
method of planning and statistics in the national economy. 
These balance constructions have served as the point of 
departure for the development of the “input-output” scheme. 

As has been pointed out by V. S. Nemchinov (1), the ini- 
tial “input-output” diagram was derived by W. Leontief by 
combining two tables for the balance of the USSR national 
economy developed by Soviet statistics in the 1920’s. One 
of these tables, the vertical and horizontal column balance 
for the social product, was expanded by him and rendered 
more detailed, while the other — the national income bal- 
ance — was Sharply contracted. The result was the produc- 
tion of a balance table divided into four unequal quadrants. 
The horizontal lines in this table are used to show the dis- 
tribution of the annual production in various branches for 
purposes of production (first quadrant) and for satisfaction 
of ultimate demand-unproductive consumption and export 
(second quadrant). The statistical diagrams under discus- 
sion also classify accumulation in the field of ultimate de- 
mand. The columns of the table illustrate the expenditures 
on production named in accordance with the subject and ex- 
pended upon the product named in the predicate (first quad- 
rant), as well as the outlay of labor and the surplus value 
created in the production of this product (third quadrant). 
The fourth quadrant illustrates relationships of redistri- 
bution. 

The first quadrant, whichis actually a balance for the 
social product, occupies the dominant position in “input- 
output” tables. It describes the technical and economic ties 
among the branches of the national economy. The second, 
third and fourth quadrants are a “prepared” balance of the 
national economy and express the social and economic ties 
among production, consumption and accumulation, the move- 
ment of incomes, etc. 

While the technical and economic ties among branches of 
industry with respect to the production of the social product 
attain fairly detailed expression in this diagram, the social 
and economic ties are illuminated in very compressed and © 
distorted forms. The combination of wages and surplus 
value, incomes from labor and incomes from exploitation 
in the second and third quadrants, the fact that relationships 
of redistribution are ignored (fourth quadrant), destroy the 
usefulness of this portion of the diagram to a considerable 
degree. It is hardly necessary to demonstrate that this 
type of construction of the diagram with respect to social 
and economic ties is explained by the bourgeois apologetic 
position of its author. 

Thus, as far as we are concerned, only the first quad- 
rant of this diagram, which characterizes technical and 
economic relationships, can be of interest to us in terms 
of methodology. The mathematical transformations and the 
classifications of this quadrant, and the derivation of the 
initial data to fill it out are given particular attention in the 
book under review. 

The mathematical methods used in “input-output” inves- 
tigations permit the discovery and quantitative determina- 
tion not only of direct but of the so-called indirect ties 
among branches of industry in the production of the social 
product. 

The transformation of the column-and-line balance 
(first quadrant) in statistical theory reduces itself to the 
fact that the indices arranged along the columns of the 
column-and-line balance are divisible into the totals of the 
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columns (and if they are given in units of kind, then they are 
divisible into the totals of the lines of similar identification). 
The result is to provide the outlay per unit production. The 
column-and-line balance is thus converted into a table of 
direct expenditures or into a so-called matrix of technical 
coefficients ajk, which reflecis the expenditure of product i 
on production of a unit of product k. 

The statistical theory bases itself on the starting point 
that economics is capable of description with the aid of the 
Qik coefficients by means of equations of the type: 

Xi- yp aikXk = Yi TS Ws ip sadks aocittls 


The economic meaning of such equations lies in the fol- 
lowing: Xj; characterizes the level of production of any 
product i, consumed in the production of all products k from 
1 to m and going to satisfy the ultimate demand Yj. 

Solving the resulting system of m equations with m un- 
knowns Xj, we can use ultimate demand to express: 

Xi=> AikYk 1S thy Be” ep Tee 
Taking Y;, = 1, the coefficients for total expenditures Aj, 
may be regarded as levels of production of the products i 
going to satisfy ultimate demand for a unit of product k. 

It must be stated that, not only in terms of the column- 
and-line balance, which serves as the starting point for the 
“input-output” constructions, but in terms of the mathemat- 
ical transformations of this balance, the theory of W. 
Leontief is not as original as many foreign economists 
deem it to be. Specifically, we have in mind the fact that 
the use of a system of linear equations to calculate coeffi- 
cients of total expenditures was suggested as far back as L. 
Walras (1883) and subsequently by V. Dmitriyev (1904). The 
fact that it has proved possible to apply these equations to 
concrete economic analysis only in fairly recent times is 
to be explained not only by difficulties of a methodological 
character but by the absence in the past of sufficient statis- 
tical information and the appropriate equipment: computers 
for solution of large numbers of equations. 

In the USSR, investigations into the utilization of certain 
of the constructions of the “input-output” method in the 
planning of the national economy, along with certain other 
economic investigations requiring the performance of a 
large number of complex calculations, were begun with the 
development of electronic computers and first got under 
way in the Institute of Electronic Control Machines of the 
USSR Academy of Sciences (1956). The training of econ- 
omists skilled in mathematical methods, and specifically 
in the “input-output” method was organized at the Moscow 
State Economics Institute under the specialty “planning of 
the national economy with the aid of electronic machines.” 
The significance of electronic machines for practical calcu- 
lations along the lines of “input-output” procedures be- 
comes Obvious if one bears in mind that the calculation of 
tables of coefficients of total expenditures to the scale of, 
for example, 100x100 (100 branches-products in the sub- 
ject and 100 in the predicate) requires about 15 million, and 
a table of 1000x1000 requires several billions of interrelated 
operations of calculation. 

The significance of the coefficients of total expenditure 
for economic calculations is evident from the very defini- 

_ tion of these indices. Inasmuch as the coefficients of total 
expenditures characterize the level of production of various 
products of the national economy necessary to produce a 
unit of a given product for purposes of consumption and ac- 
cumulation, one may, if one provides in planned projections 
various scales of consumption and accumulation, employ 
these coefficients to calculate the corresponding volumes of 
production in all the branches of the national economy. 

In the socialist economy, the coefficients for total input 


may be utilized in planning the national economy. The 
coefficients of total input may be employed in electronic 
computers to work out diverse variants of a plan and to 
compare them with the object of producting an optimum 
plan. (2) 

Under capitalism, with its competition and anarchy of 
production, economic analysis performed on the basis of 
these coefficients is concerned chiefly with the past. The 
utilization of total input coefficients to measure the rela- 
tionship between levels of production and ultimate demand 
loses significance, as under capitalism the scale of ultimate) 
demand is something that can be no more than guessed, : 
even for the comparatively near future. This becomes par-- 
ticularly evident as soon as W. Leontief proceeds from the 
statistical theory of the “input-output” method to a concrete: 
investigation. He employs this method to analyze the struc-: 
ture of the American economy and its inter-departmental 
ties in 1919, 1929, and 1939. The tables put forth in the 
book show, for example, how closely related the automotive } 
industry is to the other branches of industry in the country, , 
the relationships that exist between the production ofygcoal 
and the textile industry. However, Leontief is not c 
of using his constructions to explain why, for example, 
mobile production increased 150% from 1919 to 1929, where: 
as in the following decade it not only failed to increase but 
even diminished by $100,000,000 or why, the production o 
coal and textile products increased from 1919 to 1929 and 
decreased from 1929 to 1939. x 

Some foreign writers have attempted and continue to at- 
tempt to present econometrics, and in particular the inves-_ 
tigations of Leontief, as a method of actively influencing the 
capitalist economy and as an economic panacea of sorts. 


' Thus, they declare that the utilization of econometrics 


could allegedly facilitate development of the capitalist econ- 
omy without crises. The best proof of the absurdity of such 
assertions are the crises of overproduction in the United 
States in, for example, 1949, 1954, and from the end of 1957 
through the beginning of 1958. 

Econometrics in general and the “input-output” method © 
in particular can serve only as a means of very limited 
quantitative analysis of economic processes and phenomena. 
Qualitative analysis to reveal the social and economic es- — 
sence of the processes and phenomena under investigation ~ 
cannot be performed with the aid of this method. Therefore, 
one cannot start from the “input-output” diagram and either 
explain or prevent any sharp drop in rates of output, a 
sions and economic crises. These phenomena and proc- 
esses are explicable only on the foundation of Marxist- 
Leninist economic theory, and they can be eliminated only | 
by eliminating private capitalist ownership of the means of 
production and replacing it by social ownership. 

In their investigation of the structure of the American — 
economy, the authors of this volume, while they do not ex- 
plain the causes of the cyclic development of the capitalist 
economy, are nonetheless compelled to deal with it. In so 
doing they recognize that the uneven character of the devel- 
opment of the capitalist economy influences not only the _ 
ultimate demand and volumes of production but the deter- — 
mining indices of the very “input-output” diagram, its tech 
nical coefficients. Thus, in comparing the changes in these 
coefficients in 1919-1929 and 1929-1939, W. Leontief de- 
clares: “... the rate of technological progress expressed — 
in these and equally in other indices was lower in the perio 
of the great depression than in the preceding years of big 
boom” (page 42) (retranslated from the Russian — trans- 
lator’s note). . 

The uses of the “input-output” theory of statistics are 
limited not only by the conditions of the capitalist economy 
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ider any conditions, the constructions of this theory have 
limited character and assume some degree of abstrac- 
on from economic reality. This statistical theory exam- 
€S an economy in which the standards of material input 
product i per unit of product k (the technical coefficients 
k) are independent of the scale of production of product k. 
1€ aj, coefficients are used as independent variables gov- 
ning the economy, whereas capital expenditures are 
ansferred outside the bounds of production into the field of 
timate demand, which is inherent in the very essence of 
is theory of statistics. In this theory, economics is re- 
ded as static at each individual instant in time. There- 
re, Statistical schemes of this type cannot define the 
‘ciprocal influence of capital investments upon the econ- 
ny, which are expressed both in increasing volume of pro- 
iction and in the changes in its structure and in the tech- 
logical coefficients. Statistical diagrams for a number of 
iccessive moments in economic analysis and planning may 
used, if allowance is made for technological progress, 
e planned introduction into operation of new production 
jpacities, and the influence of other factors, to change 
ese coefficients and obtain the required data. However, 
rrectives of this kind cannot be carried out within the 
unds of statistical theory by calculation within a single 
stem of equations, but must be carried out either with the 
d of additional calculations for purposes of orientation or 
en Simply “by reasoning.” 
Mathematical description of economics changing with 
me is beyond the scope of a static scheme and is the sub- 
ct of dynamic constructions. Inasmuch as changes ina 
untry’Ss economy with time is, when expanded reproduc- 
yn Occurs, chiefly a function of capital investments, the 
namic constructions employ not only the aj, coefficients 
t coefficients of capital input B;,, reflecting input of prod- 
t i in the creation of capacities per unit of product k pro- 
ced. 
The object of dynamic constructions should be solution of 
e following problem: starting from the presence of pro- 
ctive capacities and the values of the coefficients aj, and 
, at the beginning of the period, as well as of a given ulti- 
ate demand for products to be consumed other than for 
oductive purposes, to determine, by precise mathematical 
alysis, the volume and structure of production and the 
lues of the given coefficients as time functions. Solution 
this problem involves determination of the rates of tech- 
logical progress, the rates of growth of labor productiv- 
r, analyses of the aj, coefficients with respect to the fields 
production first coming into being, and calculation of the 
; coefficients. W. Leontief proved unable to solve this 
mplex problem. He only indicated the direction for the 
lution of certain of its aspects, pretentiously designating 
3 constructions “a dynamic theory.” 
W. Leontief’s dynamic constructions consist of the follow- 
y, In the equation for the static theory adduced above, 
ed capital is taken out of the field of ultimate demand, or 
other words out of the right side of the equations and is 
pressed by means of the B;, coefficients, and transferred 
the left side. As distinct from the static scheme, in 
ich economics is described by a system of algebraic 
uations, it becomes necessary in the dynamic construc- 
ns to employ differential equations of the following as- 
Et ee ie 

m m 
Xi- yd AKXk - F BikXk = Yi 

k= 1 Et Ka. bo scspy lt 
This, if one denotes the ultimate demand for objects to 
‘consumed other than in the field of production by Yj; by 
vans of these equations, one may determine the necessary 
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level of production of the product Xj at any given moment 
and in the course of any desired period. The result of the 
solution of this system of equations may be presented in the 
form of a continuous curve constituting a time function. 

The theoretical shortcoming in these equations lines in 
the fact that it ignores changes with time in the aik and 
Bi, coefficients. In other words, these equations do not pro- 
vide for the influence of technological progress. As has 
been noted in the foreign literature, these equations also 
fail to reflect the interrelation of changes in the a;, and 
Bi, coefficients. 

This is the mathematical and technological-economic 
Side of the problem. However, the social-and-economic 
side suffers from incomparably greater faults. “In order 
to predict,” writes W. Leontief, “the development of a dy- 
namic system over a given period of time, knowledge of its 
general law of change is not enough; it is also necessary to 
be in possession of special information with regard to its 
Statue at the initial moment” (page 75). Making casual men- 
tion of the “general law of change of the economic system,” 
Leontief conceals the most important thing, to wit, that it 
is impossible to reveal the economic laws of development 
of society from the standpoints of bourgeois political econ- 
omy. The limitations of W. Leontief’s constructions, and 
their erroneousness in terms of qualitative analysis be- 
come particularly clear in the presentation of the dynamic 
theory. Without a knowledge of the laws of development of 
the economy, it is impossible to solve the problem posed by 
the dynamic theory — that of giving mathematical expres- 
sion to the development of the economy. 

Proceeding from the cyclic nature of the development of 
the capitalist economy, W. Leontief is compelled to em- 
phasize the need for short time intervals if his equations 
are to be employed (page 76). The fact is that mathematical 
forms of expression of economic changes during the period 
of upturn and the period of crisis have little in common. 
The transition from upturn to crisis, and vice versa, re- 
quire new mathematical constructions characterizing the 
economic system at the points of inflexion, as well as addi- 
tional empirical data without which, as the author himself 
recognizes, theoretical analysis becomes highly specula- 
tive. As far as further investigations into the regions of 
dynamic theory may be concerned, even their direction is 
as yet undefined, in Leontief’s own words (page 94). 

The presentation in the second portion of the book of 
questions having to do with application of the “input-output” 
scheme for analysis of inter-regional ties is of definite 
interest. The starting point of the theory of inter-regional 
ties by the “input-output” method, as dealt with by W. Leon- 
tief, lies in the following: 

(1) The entire territory of a country is divided into re- 
gions which may in turn be subdivided into sub-regions. 

(2) All forms of products and services are classified 
with respect tothe degree of balance between production and 
consumption, into national and regional (or sub-regional) 
products and services. In this connection, for example, the 
manufacture of aircraft or machine tools, which is calculated 
in a comparatively limited number of areas, is classified as 
national branches of the economy when these types of produc- 
tion are utilized on a national scale, but construction, com- 
merce, the bakery industry, etc., are classified as regional 
branches. 

(3) The coefficients of material expenditures (the aix 
technological coefficients) are taken as identical for the 
country at large. 

These propositions form the basis of the calculation, by 
means of “input-output” equations, of the scale of produc- 
tion in all regional branches, as well as the need for 
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products of the national branches in accordance with the 
assortment and volume of ultimate demand in the various 
regions. 

The theory under examination suffers from at least two 
significant shortcomings which seriously limit the possi- 
bilities of practical utilization thereof. The first of these 
lies in the fact that the share of the districts in the produc- 
tion of each of the national commodities is deemed to be 
stable. It is independent of changes in the volume of pro- 
duction of the given product. Therefore, Leontief’s meth- 
odology is applicable only on the condition that the terri- 
torial distribution of newly introduced capacities is not pro- 
vided for in advance, and data as to the magnitude of differ - 
entiation of the technological coefficients by regions is lack- 
ing. It hardly has to be noted that such a condition cannot 
be termed a rule. It can be permitted only in the first 
stage of economic analysis or projections into the future, 
and therefore only for very crude estimates covering a 
limited group of branches of the economy. For the bulk of 
the extractive industries as well as for industries in which 
the materials employed constitute a major factor in proc- 
essing fields, this condition is inapplicable. It is particu- 
larly unsuited to countries whose economies are in a con- 
tinuous state of development, where there are no capacities 
that are notin use due to economic factors, and where planned 
efforts to improve the economic geography of production 
_ are underway. 

Another shortcoming of this method lies in the fact that 
it is chiefly applicable to the investigation of balance ties 
between the region under examination and the rest of the 
country as a whole, and not with each other region in par- 
ticular. 

The model adduced in the compendium under review is 
not the only model of inter-regional ties by the “input- 
output” method. A number of additional models of this type 
also exist. Let-us briefly note the features of some of them. 
Thus, the models suggested by W, Izard (3), envisage a 
nomenclature of the over-all national column-and-line bal- 
ance in which products are listed not only by types but by 
site of production. For example, in the construction of such 
a column-and-line balance for the USSR, the steel melted 
at Magnitogorsk and the steel melted at the Kuznetsk inte- 
grated metallurgical industries would be listed in different 
positions as different products. Thus, W. Izard’s model 
reflects not only the technological ties among branches of 
industry but ties along the lines of deliveries of means of 
production between districts: territorial ties. W. Izard’s 
model requires considerably more statistical data than do 
other models of inter-regionalties. It is therefore not 
accidental that the book under review sets forth the results 
of extensive elaboration of statistical materials performed 
by W. Izard within the framework of the inter-regional 
model of W. Leontief, rather than Izard’s model as such. 

While W. Izard’s model might serve as a means of cen- 
tralized analysis of inter-regional ties, analysis with re- 
Spect to a single region is better served by the model of F. 
Moore and D. Peterson worked out for the state of Utah. 

(4) This model has more in common with that of W. Leon- 
tief than it has with that of W. Izard. However, Moore and 
Peterson make a distinction between regional and national 
branches not only in terms of the output of products but in 
terms of the sources of material inputs. They introduce 
local coefficients for material inputs for production in the 
given region instead of national coefficients. This repre- 
sents something of an improvement of W. Leontief’s scheme. 
By comparing regional and general national coefficients of 
material expenditures, it is possible to derive an idea as to 
which commodities should, from this point of view,.desirably 
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be produced in the given region, and which it would be de- 
sirable to import. 

H. Chenery’s inter-regional model is of interest for 
studying the ties between two or more regions (as distinct 
from the ties between a region and the rest of the country), 
The essence of Chenery’s model lies in the fact that he 
approaches a region from the point of view of its commer- 
cial ties to other regions. In Izard’s model, the material 
outlays of a given region are met by deliveries from other 
regions in the most varied proportions. This pertains 
equally to deliveries for purposes of production to be car-— 
ried out within this very region. In contradiction to this, 
Chenery’s model examines deliveries from other regions 
only to the degree that they supplement the production of 
the given region. The share of the various regions therein 
is taken to be stable. Chenery’s model was utilized to 
study relationships between the north and south of Italy. 

Studies in the field of analysis of inter-regional ties by 
the “input-output” method were undertaken later than 
studies in the field of inter-branch ties and are still, for alll 
practical purposes, in the experimental stage. Analysis of 
economic interrelationships among large numbers 0 
tricts has not yet been carried out. Nevertheless, ‘th 
experience accumulated in analysis of inter-regional ti 
on the basis of balance schema employing the “input-outp 
method deserves careful examination. 

As we have already noted, the third and fourth parts of 
the book are devoted to the elaboration of indices needed ~ 
for investigations by the “input-output” method. Chapters — 
6 and 7 examine the structure of fixed capital in the econ- 
omy of the United States:and methods of determining the 
coefficients of capital expenditure Bj, (in our economic 
‘practice, this coefficient is called the coefficient of unit 1 
capital investment). at 

Major attention in this chapter is given to the validation, 


terizing the relationship between investments in the fixed 
and circulating capital of the branch of industry and the ~ 
cost of production therein. These indices-coefficients of 
capital input are used in dynamic models to determine the 
total volume of capital investments required to increase 
the output of the product by a given magnitude. In this con= 
nection, the author of the chapter, R. N. Grosse, indicates” 
that the corresponding indices are most desirably calcu- 
lated from the basis of the magnitude of the investments — 
made in the last several years, and of the increase in pro: 
duction attained, as a result of these investments. This 
approach results in the development of coefficients of cap- 
ital input that describe conditions most nearly correspond 
ing to those of the present day. For concrete calculations, 
this method requires refinement. In the first place, it is 
necessary to remember that this coefficient varies from 
region to region as concerns a large number of branches 
of industry. Further, at the present time, when the rate of 
technological progress is particularly high, one cannot be 
satisfied only with calculations based on the indices of the 
last few years. Nor is it justified to extrapolate report 
data into prospective calculations without corresponding 
corrections. In this situation, the most accurate calcula: 


Finally, the results obtained on the basis of indices reflec 
ing the total sum of capital investments and the total in- 
crease in production are not beyond criticism in yet anoth 
sense, thatthese indices include expenditures for recon- 
struction and therefore for additional output resulting fro 
reconstruction. 

In the practical working of our efforts in the field of ec 
nomics, the relationships between the output of product ai 
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> magnitude of circulating capital is systematically estab- 
hed by calculating indices of rotatability of circulating 
pital, but virtually no calculations are made of the rela- 
mship between the volume value of the products and the 
lue of the fixed capital. At the present time, when the 
mpetition between the socialist and capitalist economic 
stems has entered its decisive phase, and when the time 
stor takes on the very greatest importance, the utilization 
these indices along with indices for the recouping of cap- 
i investments would be of definite significance. In par- 
ular, it would be desirable to calculate how much produc- 
mn the national economy acquires per ruble of investments 
fixed and circulating capital in the various branches of 
justries, and also to compare these indices with the cor- 
Sponding indices of other countries. In this connection, 
= table of values of fixed capital coefficients by branches 
industry in the United States adduced on pages 249-250 
the book under review may be of interest, 
Inasmuch as American statistics are based primarily on 
lected data, and many of the indices essential for inves- 
ations on the “input-output” scheme are not present in 
2se statistics at all, there is a certain amount of arbi- 
ariness in the calculations of the coefficients of capital 
penditures. Despite this fact, the methods of determin- 
x coefficients by calculation may, in a number of in- 
ances, prove useful for our economists. 
As he deals with a capitalist economy, R. Grosse is re- 
ired to consider the conversion of the finished products 
(0 commodities on the shelves of the manufacturing enter- 
ises. Therefore, in determining the coefficient of circu- 
ting capital, he includes in the circulating capital of the 
anch of industry the finished product designed for use in 
at branch of industry but temporarily in the warehouses 
enterprises in other branches of industry that are the 
anufacturers of this product. However, in so doing, the 
thor ignores the fact that a portion of these supplies may 
ver reach the consumers at all. 
In the fourth part of the compendium under review (chap- 
rs 8-11) questions of engineering calculation of coeffi- 
snts of current material and labor inputs are examined 
¢ purposes of studies utilizing the “input-output” method 
ik coefficients), and questions of classification of branch- 
of industry under the scheme are also examined. The 
ed for engineering calculations is determined by the fact 
ut the experimental, statistical data are not always avail- 
le in the first place, and in the second place they are not 
ways suited to investigation, particularly long-range in- 
stigations. 
Engineering calculations as applied to economic investi- 
tions are adduced by the means of discovering and making 
antitative determination of the ties among various fac- 
°-s, primarily technological, on the one hand, and the out- 
t of products, the structure and level of expenditures, etc. 
the other. The chapters presently under discussion set 
*th the general principles of determination of such ties 
d derive mathematical formulas for the measurement 
>reof. 
The author of chapter 8, H. B. Chenery, provides a 
soretical preface to his presentation of his specific meth- 
of calculating production functions. In this introduction, 
offers a definition of production and the productive proc- 
s which is clearly taken from vulgar political economy. 
writes: “for the economist, ‘production’ signifies every - 
ng that is done with an object (or a group of objects) so 
to increase its value” (page 399) (retranslated from the 
sian). 
: ine it is asserted that the production process is a 
ries of changes in energy” (page 340). The significance 
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of energy in its various forms for the production process 
is obvious. But to reduce the latter only to various forms 
of utilization of energy is completely false. The expendi- 
ture of energy is an important and even required condition 
of production, but it is by no means the sole condition, nor 
the determining one. It is only a condition and not the con- 
tent of the process of production. Marx showed that pro- 
duction consists of the fact that a worker acts with tools 
of labor upon an object of labor. When Marx exarained the 
machine, he identified three major portions thereof: the 
source of motive power, the transmission mechanism, 

and the tool, and particularly emphasized the decisive sig- 
nificance of the tool portion of the machine: 

In view of the importance of deriving the aj, coefficients 
by calculation, the efforts made by the authors in this di- 
rectionare deserving of attention. However, both the re- 
sults achieved and the future prospects of investigation in 
this field require examination with the utmost caution. In 
the first place, it is necessary to note that the factors 
capable of being determined quantitatively and included in 
the calculation do not by any means exhaust the list of those 
involved. 

The authors themselves are compelled to recognize this 
in Some cases. Further, in view of the complexity of 
modern production, where a large number of the most vari- 
ous factors are at work simultaneously, it is necessary, in 
such calculations, to fall back upon a number of various 
conventions, as the result of which the accuracy of the ini- 
tial data proves to be considerably below the accuracy of 
the calculations themselves. For example, in determining 
the expenditure of fuel for commercial aviation, the author 
of chapter 11, A. R. Ferguson, makesuse of so many approx- 
imate estimates that if the result of his calculations differs 
by only 5% from the factual data, this, far from convincing 
one of the accuracy of the method, compels one to think in 
terms of the possibility of accidental coincidence. The 
more remarkable therefore is the conclusion to the effect 
that this difference “is explained in part, apparently, by 
some errors made in our calculations,” (page 510) (re- 
translated from the Russian), 

In chapter 9 (the author, M. Holzman), problems of classi- 
fication of the branches of the national economy for “input- 
output” diagrams are dealt with. Here, however, as in 
other places in the book, no validation of the system of 
classification in terms of political economy is presented. 
Suffice it to say that this chapter completely avoids the 
question, of fundamental importance, of criteria for de- 
limiting the branches in the productive from those in the 
unproductive sphere. In examining practical aspects of the 
problem, M. Holzman points to the difficulty of creating “a 
perfect classification” due to the need for simultaneous con- 
sideration of such problems, existing on different planes, 
as the purpose of products and the structure of their costs 
of production, the multiplicity of dimensions of the proper- 
ties, from the viewpoint of consumption, of the overwhelm- 
ing majority of the products, and the inadequacy of statis- 
tical information. In describing in detail the difficulties 
that arise in developing classifications, the author provides 
only a small amount of information in terms of the methods 
to be followed in overcoming them. The grouping of various 
branches of activity on the principle of homogeneity of the 
process of production, and the introduction into the classifi- 
cation of arbitrary branches (the branches covering so- 
called manufacturing services) regardless of the branches 
in which these services are performed, is of interest. “The 
production of energy” and “conservation” are classified in 
this category. Classifying metal working as a branch in the 
field of manufacturing services, the author derives 
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productive functions for it. However, the utilization of pro- 
ductive functions is difficult in view of the scope of this 
branch of industry and the multiplicity of dimensions of its 
production. The author’s error lies in having set up an 
excessively large classification branch. It should be stated 
that it the classification were broken down into further de- 


tail, the utilization of the method of singling out departments. 


of manufacturing services might, in our opinion, yield posi- 
tive results. Services of this kind are numerous in modern 
production. By way of example, let us refer to the fine 
grinding of various metals or, grinding by vibration, if one 
wishes to break this branch down even further. 

The fifth part of the book is devoted to defining the struc- 
ture of ultimate demand for products to be consumed out- 
side the field of production. The importance of this prob- 
lem for constructions by the “input-output” method is de- 
termined particularly by the fact that if the dominant por- 
tion of the structure of ultimate demand is established with 
sufficient accuracy, the number of unknowns in the “input- 
output” table is Significantly reduced. This makes for a 
more closed system and improves the reliability of the cal- 
culations, as to a considerable degree it eliminates the in- 
fluence of subjective estimates upon the results thereof. 

The authors of chapter 12, D. S. Dusenberry and H. Kis- 
ten, point out with justification that the structure of the 
ultimate demand for objects to be consumed outside the 
field of production depends upon level of incomes, the level 
of prices, the age, sex, and territorial structure of the pop- 
ulation and upon such a factor as change in taste under the 
influence of fashion. However, they are not capable of go- 
ing beyond these trivial assertions. Whereas the object of 
investigation in the preceding chapters of the compendium 
under review consisted chiefly of technical and economic 
relationships, in this chapter an effort is made to investi- 
gate social and economic ties. It is therefore not remark- 
able that it is precisely here that the bourgeois limitations 
of the authors of the compendium manifest themselves most 
clearly, as do the defects in the “input-output” scheme, as 
far as second, third and fourth quadrants are concerned. 

A scientific solution of the problem under examination is 
possible only on the basis of Marxist-Leninist political 
economy. Marx and Lenin always held strictly to the class 
analysis of the incomes of the population of capitalist coun- 
tries and demanded a sharp delimination of the incomes of 
the working people from those of the capitalists. As Marx 
showed in “Capital,” all the production in department two of 
social production consists of means of consumption, the 
bulk of which is required by working people, and luxury 
items which are consumed by capitalists. Only by differen- 
tiating the incomes of working people and capitalists and by 
carrying out an accurate economic grouping of the products 
designed for unproductive consumption can one successfully 
analyze the structure of ultimate demand. The importance 
of such differentiation is testified to, specifically, by the 
fact that in the United States, the production of luxury items 
represents 31 billion dollars per year, or about 10% of the 
national income. 

It goes without saying that one cannot expect a scientific 
approach to this problem from bourgeois scientists such as 
the authors of the compendium under review. Nevertheless, 
some of their ideas with respect to determining indices for 
the structure of ultimate demand are deserving of attention. 
As is noted in the book, the tastes of consumers are 


variable by the very nature of things. And it is most diffi- 
cult to determine their influence upon change in the struc- 
ture of ultimate demand. The situation is somewhat differ- 
ent when we examine factors subject to quantitative deter- 
mination, particularly when we deal with changes in income > 
and price levels. ‘In this connection, the authors employ 
the so-called “coefficient of price elasticity” which is en- 
countered in other works on econometrics as well. These ~ 
coefficients show how greatly the structure of consumption 
of various products changes with changes in price. Thus, let 
us say that the coefficient of “price elasticity” in the case 
of meat, which is 0.5, shows that when the price of meat 
rises 40%, its consumption diminishes by 20%, whereas if 
the price drops 30%, consumption increases by 15%. Sim- 
ilar coefficients can be employed not only with respect to 
change in prices, but also with respect to change in income © 
levels. . 

The book is written in a difficult and to some degree in 
a precious language. In the translation into Russian the pub- 
lishers did not concern themselves with the problem of 
glossary. A number of terms and facts that are little-known 
have been provided with no explanation. The publish 
preface also includes inaccurate statements. For exa 
it points correctly to the relationship between W. Leontigf’s : 
constructions with the balance studied performed by Sovi 
economists as far back as the 20’s, however, the “input- 
output” method is called “Leontief’s method.” Leontief 
actually did carry out a considerable work in the “input- 
output” method, but to call this method by his name is, in 
our opinion, unjustified. The preface also contains the in- 
accurate assertion to the effect that “Leontief’s method 
permits determination of coefficients not only statistically, — 
on the basis of data contained in final reports, but by meth- | 
ods of pure calculation...” (page 3). The coefficients under 
discussion, direct or covering total inputs, are not-identi- 
fied. The coefficients for total inputs cannot be obtained ii} 
statistically on the basis of data in final reports. They are 
calculated by the solution of a system of equations based on 
coefficients of direct inputs. With respect to the coefficiellil 
of direct inputs, they too cannot be calculated by means of | 


the “input-output” method. Coefficients of direct inputs aré 
the starting point of constructions based on this method. 
However, the “input-output” method does not itself yield 
methods of determination of these coefficients. 

As has already been noted above, the incorrect initial — 
political-economic standpoints of the authors of the book 
under review have led them to incorrect constructions an 
conclusions in many instances. A number of its shortcom 
ings are, also,a consequence of the complexity and relativ 
novelty of the problems under examination. Therefore th 
book requires a critical approach. 
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muel Kheynman: 


echnological and Economic Tendencies 
the Structure of Industry in the United 
ates of America 


he USSR has entered a new and most important stage in 

development, the period of all-out upbuilding of com- 

ist society. The 21st Congress of the Communist Party 
the Soviet Union defines as its major objectives of this 
riod: the creation of a basis for communism in material 
shnology, the further reinforcement of the economic and 
fense capacities of the USSR, and simultaneously, the 

r fuller satisfaction of the rising material and spiritual 

ds of the people. The next ten years should see the solu- 
m of most of the historical objectives of overtaking and 
passing the most advanced capitalist countries in pro- 
ction per head of population. Solution of the major eco- 
mic problems of the USSR will signify a triumph of social- 
n in peaceful competition with capitalism, of significance 
world history. The long-range plan for the development 
the economy of the USSR for the coming 15 years en- 
sages that our country will overtake the United States with- 
that span of time both in volume of industrial production 
d in output per head of population. 
A scientific investigation of the path to be followed in 
lving the basic economic tasks of the USSR cannot reduce 
elf to a comparison of the absolute scale of production 
J of the production per head of population in the USA in 
» most important branches of industrial production. This 
id of approach permits only a clarification of the scale of 
» problems posed, but does not answer the question of the 
yst efficient methods of solving the problem. 
The root problem of the current seven-year plan is the 
Iblem of maximum gain of time in the peaceful economic 
mpetition between socialism and capitalism. The efforts 
economists should be directed towards seeking out paths 
t would permit the most rapid and efficient solution of 
. fundamental economic problems. 
Realization of the problems of catching up with and sur- 
ssing the most economically developed capitalist coun- 
es in level of output per head of population does not mean 
t the USSR will reproduce the structure of the American 
momy. Without speaking of the fundamental social and 
momic differences between socialist and capitalist sys- 
ns, the departmental structure of industry and the entire 
ynomies of the USSR and the USA are characterized by 
tures unique to each, conditioned by such objective fac- 
s as the natural and historical conditions of development 
the given country, as well as the fundamental differences 
the international division of labor under the conditions of 
‘ialism and capitalism. 
fhe problem facing Soviet economic science is to inves- 
ate both the social and economic principles inherent in 
dern capitalism and the technological and economic ten- 
cies of development of industry at the present stage in 
hnological progress, which, with certain modifications 

mined by the social and economic conditions of mon- 

ly capitalism, manifest themselves in American | 
Z= : 
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industry as well. What we are speaking of are the changes 
in the departmental structure of industry as a whole and, 
particularly, in the machinery manufacturing industry, the 
shifts that have occurred in the structure of the tools of 
labor, produced by modern industry. Under the conditions 
existing in the American economy, these progressive 
changes carve out a road for themselves spontaneously, and 
their realization is accompanied by the breakup of small 
firms and increased unemployment, and under-utilization 
of and sharp fluctuations in the utilization of productive 
capacity. Giving new attention to the fundamental contradic- 
tions between the social and economic conditions of the 
USSR and the USA, Soviet economists should at the same 
time make a careful study of the structural changes that 
have occurred in American industry in the past thirty years, 
during which time the volume of industrial production in the 
USA rose from a level approximately equal to that of the 
present volume of production in Soviet industry to its pres- 
ent level. A critical utilization of this material can be of 
significant value in determining the path of development of 
industry of the USSR. 

The purpose of the present article is to trace the tech- 
nological and economic shifts in the industry of the United 
States, which are of greatest interest for the study of the 
prospects of development of Soviet industry. At the same 
time, attention should be given in the first place to those 
distinctive characteristics of the development of American 
industry which are determined by capitalist relationships 
of production and have nothing in common with the tech- 
nological and economic tendencies conditioned by engineer - 
ing progress. 

In the first place, low and ever slower rates of increase 
in industrial production are characteristic of American in- 
dustry. During the final 37 years of the 19th century, the 
average annual rate of increase in industrial production 
was 5.8%. During the first 30 years of the 20th century, up 
to the high point preceding the crisis of the 30’s, it dropped 
to 4.5%. During the second 30 years of the current century 
the average annual rate of increase in the USA was 2.9%, 
and during the past decade 2.6%, whereas the period 1953- 
1958 shows no increase in production in American industry 
at all. This has been the dynamics of American industry 
for the past century. 

As we know, Soviet industry surpasses American not only 
in rates but in absolute volume of increase in production. 
The results of the past decade reflect this qualitatively new 
stage in the development of the economic competition be- 
tween the USSR and the USA. 

The second distinctive characteristic of American indus- 
try is the cyclic character of its development. Over the 
past hundred years the alternation of decline due to crises 
and feverish booms regularly became more pronounced, 
and in the most recent years this has manifested itself most 
intensively. This is testified to by the following data. At 
the end of the past century, the level of industrial produc- 
tion was greater than that during each preceding year in al- 
most two-thirds of the total number of years (24 out of 37). 
During the first 29 years of the 20th century, this was true 
of only 59% of the total number of years (17 of 29). During 
the last 29 years (subsequent to the crisis of 1929), only 
28% of all years (8 years out of 29) revealed an increase in 
industrial production to a level higher than that previously 
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obtained. Finally, during the 13 postwar years, only 3 
witnessed an increase over the level of production previous- 
ly obtained. 

These are indisputable facts. The constant alternation 
between crisis declines and feverish booms, Comrade Niki- 
ta Khrushchev observes in his report at the 21st Congress 
of the CPSU, “testifies to the instability of the capitalist 
economy. Neither the arms race nor any other measures 
can liberate the economy of the USA and the other capital- 
ist countries from crises of overproduction. No matter 
what the capitalist governments may do, they cannot elim- 
inate the causes of crises.” 

An important peculiarity of the development of American 
industry during the postwar years is the forced growth of 
war industry, exceeding many timesthe rates of growth of 
industry producing for peaceful consumption. According 
to the United States Bureau of the Census, the increase in pro- 
duction of all branches of the light and foodstuff industries 
was 6.8 billion dollars from 1947 to 1956, while the avia- 
tion industry and so-called “other inorganic chemistry” (in 
which military branches of inorganic chemistry dominate) 
showed an increase of 6.9 billion dollars. 

The development of American industry in the postwar 
years reflects the exacerbation of the irreconcilable antag- 
onisms between the relationships of production of modern 
capitalism and the progress of the productive forces. With- 
in the framework of capitalism it is not possible to utilize 
the advantages of modern technology to any degree ap- 
proaching completeness. Mechanization and automation of 
production are incompatible with a slow rate of increase of 
industry. As a result, a systematic forcing of workers out 
of industry and absolute reduction in the number of indus- 
trial workers has occurred during the postwar years. 

From 1947 to 1958, while the volume of industrial pro- 
duction had increased by 34%, nearly one and one-half mil- 
lion workers were cast beyond the gates of the industrial 
enterprises of the United States: over 10% of the total num- 
ber. American economists attempt to veil these serious 
consequences of technological progress and automation by 
reasoning to the effect that the new branches developing as 
a result of the progress and technology will allegedly ab- 
sorb the workers driven out of the old one. 

The contraction of the total number of workers in the in- 
dustry of the United States from 1947 to 1958 by 1,442,000 
contradicts this apologetic assertion. Moreover, even in 
the rapidly growing branches of industry, the number of 
workers is either declining or increasing quite insignifi- 
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The increase in industrial production in the USA from 
1929 to 1957 corresponds approximately to the increase in 
production which is to be attained in the next ten years by 
Soviet industry. Therefore, an important problem facing 
economic analysis, along with an examination of the 
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_ These shifts were to a considerable degree responsibl 


PROBLEMS OF ECONOMICS 


cantly. The volume of production in the chemical industry 
rose 89% from 1948 to 1958, but the number of workers in 
chemical plants diminished by 13,000. In the electrical 
manufacturing industry in the production of electronic ap- 
paratus and instruments, an increase of 77% in production 
over an 11-year period was accompanied by a 6.4% rise 
in the number of workers, or by 43,000. 

A more or less considerable increase in the number of © 
workers has occurred in the building of transport equip- 
ment: 73,000 or 7%, while the volume of production double: 
Here, too, the over-all total concealed contradictory ten-— 
dencies. A real growth in the number of workers occurred 
only in the aviation industry — from 175,000 in 1947 to 
479,000 in 1958. In the automotive industry, the number of 
workers dropped by 172,000 in the same period, in ship- 
building by 19,000, and in the building of locomotives and 
rolling stock by 30,000. (1) 

From 1947 to 1958 the number of workers in American 
industry dropped by almost one and one-half million, where 
as the employable population increased by 14 and a half 
million. Thus, in the United States of America, the,citadel 
of modern capitalism, technological progress, whi 
tains vast possibilities for increasing the productivi 
social labor, and creating an abundance of products, bijings 
unemployment and poverty to the working class, the créato 
of all material values. 

We have described certain distinctive characteristics 
the development of American industry over the past dec- — 
ades. A comparison of these tendencies with the results 
of the development of Soviet industry, expressed in high 
and stable rates of growth, and in providing complete em- 
ployment for the entire employable population, clearly illuj 
trates the fundamental advantages of the socialist system ~ 
over the capitalist. 

Industry in the United States of America is growing at a. 
fraction of the rate of that of the USSR. American industry 
is developing most unevenly. Over the past decades, asa 
result of the low rates of increase in production, due to Co} 
tradictions in the capitalist system of economics, aca 
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ical progress has resulted in forcing hundreds of thous 
of workers out, and in absolute reduction in the number 0 
workers in the industry of the USA. 

At the same time, during the past three decades (1929- 
1958), industrial production in the USA has increased by a 
total of 130%, the output of the most important indus 


products having increased as follows (2): 
OK 


i 


17,800.0 


contradictions inherent in Americanindustry, and the so 
and economic peculiarities and consequences of its devel 
ment, is a careful investigation of the internal shifts in in- 
dustrial production in the USA during the period indicat 
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ne increase in industrial production by the United States 
a the years since 1929. 
| The dynamics of physical volume of production in the 
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various branches of American industry are calculated by 
the following data (1929 = 100) (3)3 


2K AK 
| sisi == Sia 
Index of Physical 
Volume of Production 
1957 as G% 1958 as % 
of 1947 of 1948 

Electric power 
Coal 82 67 74 63 
Petroleum (including natu- 

ral gas) 292 274 
Extraction of metallic ores 101 80 mas ee 
Pulp and paper 298 304 159 157 
Chemical 536 536 190 176 
Coal and oil processing 291 275 145 128 
Rubber 287 267 PALE 122 
Ferrous and non-ferrous 

metallurgy 164 131 127 98 
Production of metal products 211 194 135 123 
Manufacture of machinery 

(excluding the electrical en- 

gineering industry and the 

manufacture of transport in- 

dustry) 300 256 144 120 
Electrical engineering and 

electronics industry 448 394 202 EVE 
Transport machinery 380 338 222 183 
Instruments and precision 

machinery 397 377 172 156 
Production of stone, sand, 

clay and glass products 295 278 158 138 
Foodstuffs 172 17 111 116 
Tobacco 187 197 112 116 
Textiles 172 170 98 93 
Clothing 194 192 115 108 
Forestry, lumber 101 101 114 109 
Furniture 143 142 120 115 
Printing and publishing 208 206 151 135 
Leather 102 
All industries 

e 


The foregoing data show that the most rapid rates of in- 
rease during the period under examination were recorded 
1 electric power, chemistry, tool manufacture, electrical 
achinery, and electronics. Moreover, the development of 
lectric power production considerably exceeded the in- 
rease in volumes of production in each of the other 
ranches. 

While the volume of production of industry as a whole in- 
reased 130% from 1929 to 1958, the output of electric pow- 
r increased 510%, the output of chemical goods, which is 
rmly in second place in rates of growth, increased more 
an 400%. The volume of production in the electrical en- 
neering and electronics industry increased 300%. The 
-oduction of tools and precision mechanics products in- 
“eased 280%. 
Transport machinery manufacture is in fifth place in 
ites of growth of production. The volume of growth in 
is branch rose 240% in 30 years (280% from 1929 to 1957). 
he aviation industry played a decisive role in the develop- 
ent in the manufacture of transport machinery. The 
are of aviation industry in the total value added by manu- 
- of transport machinery rose from 10.4% in 1939 to 


41.5% in 1956. The production of automobiles dropped to 
7,200,000 in 1957 and 5,100,000 in 1958, returning, that is, 
to the 1929 level, after a sharp rise in 1955 (when 9,200,000 
machines were produced, as against 6,300,000 in 1929). 

The manufacture of locomotives and railway cars, and ship- 
building, also increased slowly. 

The next positions in terms of rates of increase are oc- 
cupied (our sequence is in terms of the increase from 1929 
to 1957, or in other words, prior to the critical drop in 
1958, as this more fully reflects the normal proportion in 
the developments of the branches of industry): by manu- 
facture of machinery (except for electrical machinery and 
transport equipment), the paper and pulp industry, the pro- 
duction of stone, clay and glassware (this group includes 
the major building materials), the extraction of petroleum 
and natural gas, the chemical processing of petroleum and 
coal. All these industries approximately tripled in produc- 
tion from 1929 to 1957 (their increase from 1929 to 1958 
was between 160% and 200%). 

An absolute drop in coal extraction along with a consider- 
able increase in petroleum output and a particularly sharp 
increase in natural gas output is characteristic of industrial 
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production during the period under examination. This is 
evident from the data shown in the following table. 

Thé structural shifts in steel production have given rise 
to fundamental changes in the power balance of the USA. 
From 1930 to 1955, the share of hydroelectric power 


Coal 


Petroleum 


remains stable (3.5% and 3.8% respectively), the share of 
coal fell by more than half — from 61.3% to 29.5%, the shar 
of petroleum increase considerable — from 25.4% to 41.2%, - 
and the share of gas increased by over 150% — from 9.8% t) 
Dove 


Million 
Tons 


An important feature ot the development of American in- 
dustry during the period under examination is the relative- 
ly slow rate of increase in the production of the metal in- 
dustries, primarily the iron and steel industries. Of the 
23 branches of industry in the table on page 67, the metals 
industries occupy 18th place in the growth chart for 1929- 
1957, 19th place for 1929-1958, and 13th place for 1947- 
1957. The melting of ferrous metals is growing more slow- 
ly than the industry as a whole, and even more slowly than 
the production of the metal-consuming branches of industry, 
while the production of steel grew 78.4% from 1929 to 1957, 
the production of all the metal-consuming branches of in- 
dustry increased 240%, and the volume of production of 
manufacturing as a whole increased 120%. This is explained 
by the ever greater utilization of lightened rolled shapes, 
the systematic reduction in the weight of machines, accom- 
panied by an increase in efficiency, and the introduction of 
progressive technological processes, precision casting and 
the press working of metal, which tends to reduce scrap 
and, finally, the ever more intensive use of synthetic mate- 
rials, plastics in particular, in the machine manufacturing 
industry. 

The shifts we have noted in the departmental structure of 
American industry are also manifested in the positions oc- 
cupied by the various branches of industry as to volume of 
production. Of the 44 most important branches of industry, 
the auto industry took first position in the 1939-1956 period. 
(there are no comparable data for earlier years), and the 
iron and steel industry was in second place. The aviation 
industry moved from 40th place in 1939 to 3rd place in 1956, 
organic chemistry from 19th to 4th, the manufacture of elec- 
tronic apparatus and instruments and communication equip- 
ment from 29th to 5th, the production of industrial elec- 
trical equipment from 15th to 6th, the production of metal- 
working equipment from 18th to 7th. The petroleum re- 
fining and the paper and pulp industries moved from the 7th 
to the 8th, and from the 8th to the 9th places, respectively. 
The industry producing metal manufactures for construc- 
tion moved from 23rd to 11th place, the construction of 
equipment parts moved from 26th to 15th place, and inor- 
ganic chemistry from 33rd to 21st. It should be emphasized 
that despite the comparatively slow increase in the produc- 
tion of ferrous metals, ferrous metals metallurgy continues 
to be firmly in second place (after the automobile industry) 
among the branches of industry in the United States. 

Let us proceed to a more detailed analysis of the struc- 
ture of production in the more important branches of Amer- 
ican industry. 


Million 
Tons 


Billion 
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Analysis of tendencies in the development of powe 
duction, and of electric power primarily, is of majo 
portance. As already observed above, the production 
also the consumption) of electrical energy increased fr 
116.7 billion to 716 billion KWH from 1929 to 1958. This incrgas 
was conditioned to no small degree by the considerable in ¥ | 
crease in economic efficiency of utilization thereof. The 
dynamics of wholesale prices for electric power and for ~ 
various types of fuel are described by the following data. 
(1926=100). (4) While the price of coal rose 140% from 
1929 to 1958 and that of petroleum by 50%, gas prices 
dropped 3% and the price of electrical power dropped 29%. 
This relationship in price dynamics was reflected in the 
structure of the expenditures of American industry for fuel 
and electric power. 

According to the Census of Manutacturing Industries of the 
USA in 1929 and 1954, the structure of fuel consumption 
(except coke, which is used almost entirely for industrial 
technology) and purchased electrical energy (measured in ~ 
value) changed as follows: the shares of expenditures for — 
gas in the total volume of expenditures on fuel and energy _ 
rose from 12% to 21%, that on petroleum products from a 


to 14.4%, for purchased electrical energy from 27.5% to 
and the share of expenditures upon coal diminished from 
46.1% to 16.8% . (See table on top of the following page.) 
Along with the change in the structure of consumption of © 
fuel and energy resources in manufacturing industries i 
characterized by a sharp increase in the share going to 
electric power, serious changes occurred in the utilization 


following page, embracing public utility power plants (7) _ 
which produced 61.4 billion KWH in 1957, or 80% of the total 
output, illustrate these shifts (as percent of total). 

In 1957, of 631.4 billion KWH produced by public utility 
power plants, over 100 billion KWH represented natural gas 
and 40 billion KWH represented petroleum and fuel. The 
public utilities hydroelectric plants produced 130 billion 
KWH of electric power. 

During the period under examination, there was a consid 
erable increase in the share of public utilities power plants 
and a corresponding decline in the share of electric power 
produced by power plants owned by industrial enterprises, 
transport, and other branches of industry. In 1940, the sha 
of public utilities power plants in the total output was 79%, 
whereas in 1957 it was 88%. There was a considerable re: 
duction in the fuel consumption (consumption of a conven- 
tional fuel unit per KWH diminished from 726 grams in 193 
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Electricity 


1929 


1939 78.6 
1947 65.0 
1958 (6) 67.0 


1958 as % of 1929 


422 grams in 1957), (8), and the number of hours during 
ich installed capacity was in use increased. 2,813 KWH 
re produced in 1930 per KWH installed capacity, while in 
07 the figure was 4904 KWH. (9) 

The consumption of electrical energy in manufacturing 
jlustries increased at rates considerably more rapid than 
> rates of increase in production for those of growth of 
90r productivity. Whereas the volume of production in- 
eased 150% from 1939 to 1956, industrial power consump- 
m grew by 360%, or in other words, faster by a factor of 
36 than the increase in the physical volume of production. 
e consumption of electrical energy per worker also in- 
eased 1.86 times faster than production per worker. 

An important factor determining the major changes in the 
nsumption of electrical energy in American industry has 
en the internal shifts in industry. Four groups of indus- 
es (the chemical, metallurgical, paper-and-pulp, and 
insport machinery building) account for more than 80% 
the increase in power consumption. From 1947 to 1954 

> growth in power consumption of these branches was 816 
lion KWH, and in industry as a whole it was 106.8 billion 
VH. The corresponding figures for 1947-1956 are 142.7 
d 182.4 billion KWH. 

A decisive role in the increase in power consumption in 

> chemical industry was played by the arms race. Vir- 
lly three-quarters of the entire increase in the consump- 
n of electrical energy in this branch of industry from 

47 to 1954 (30.3 billion of 40.6 billion KWH) was accounted 
‘by enterprises of “other inorganic chemistry” which in- 
ides plants manufacturing atomic and hydrogen weapons. 
€ consumption of energy in this branch was 34.9 billion 
/H in 1954, or 588 thousand KWH per year per worker. 
offer some framework for this figure, let us point out 

it the consumption of electrical energy per worker dur- 
‘the same year in the entire chemical industry was 122,- 
) KWH, and in the entire manufacturing field — 20,000 
JH. While the pure product of this industry, as conven- 
nally described, was 0.9% of the pure product in manu- 
turing industry as a whole, its share in industrial elec- 
cal power consumption was 14% (34.9 billion KWH of 

1.7 billion KWH). 

n the metals industries, over two-thirds of the entire 

n in the consumption of electric power (17.8 billion of 

1 KWH) was on the part of enterprises smelting non- 
rous metals (including 16.2 billion KWH at aluminum and 
c refineries). Thus, two branches of industry alone — 
her inorganic chemistry” and non-ferrous metallurgy — 
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accounted for a 48 billion KWH increase in electric power 
consumption from 1947 to 1954, amounting to 45% of the en- 
tire rise in electric power consumption in the industry of 
the USA. 

The iron and steel industry is also a very great consumer 
of electric power. At plants in this industry (not counting 
those engaged in smelting by electricity), electric power 
consumption in 1954 was 21.4 billion KWH, while that of the 
paper and pulp industry was 20.9 billion KWH, that of the 
petroleum refineries 9.2 billion KWH, that of “other organ- 
ic chemistry” 7.2 billion KWH, that of the automotive indus- 
try 6.3 billion KWH, that of the cement industry 5.7 billion 
KWH, and that of the aviation industry 4.3 billion KWH. 

Along with the shift in structure, the major factor in the 
increase in power consumption in United States industry 
was the considerable rise in the electric power available 
through these branches of industry. The consumption of 
electric power in American industry (excluding the rubber 
and electrical engineering branches) increased consider- 
ably more rapidly than the physical volume of production, 
and the availability of energy to labor increased more 
rapidly than labor productivity. On the average, the con- 
sumption of electric power and the availability of electricity 
to labor increased 60% faster in 1947-1956 than the physi- 
cal volume of production and than production per worker. 

It is typical that the difference between rise in power 
consumption in volume of production is lowest in the indus- 
tries that are technologically most advanced. In the elec- 
trical manufacturing and electronics industry, as well as 
in the rubber industry, the consumption of electrical energy 
increased more slowly than the physical volume of produc- 
tion. In general, in the general machinery and transporta- 
tion industries, electric power consumption grew 14% more 
rapidly than the growth in production, while the corre- 
sponding figure was 11% in the paper-and-pulp industry, 9% 
in the rock, sand and clay products industries, and 26% in 
the petroleum and coal processing industry. In the textile, 
clothing, leather and leather-footwear industries, and in the 
manufacture of metal products, this differential was 33- 
36%, and in the foodstuffs, furniture, and tool industries, as 
well as in metallurgy, it was even greater (41-45%). 

A particularly intensive increase in the consumption of 
electric power and in the unit consumption of electrical 
energy per unit production is to be observed in the chemi- 
cal, woodworking and lumber industries. In the chemical in- 
dustry, an 83% increase in the volume of production was ac- 
companied by a 430% increase in power consumption. This 


1950 1956 


1940 1945 
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ratio testifies not only to the technological re-equipment of 
this branch of industry, but to the major shifts in the nature 
of production in certain fields of chemistry. 

The influence of shifts in the departmental structure of 
industry upon the volume of power consumption may be 
described by the following typical calculation. Had the con- 
sumption of power per unit of output in 1947 been governed, 
in all branches of industry, by the rates actually recorded 
in 1956, the total volume of power consumed in industry as 
a whole would have been 214.6 billion KWH. In actuality, 
the industrial consumption of power in 1947 was 140.9 KWH. 
Thus, the increase in the rate of consumption of power per 
unit output resulted in a rise of 73.7 billion KWH in the 
power consumption in American industry from 1947 to 1956. 
During this period, the total consumption of electric power 
in industry increased by 182.4 billion KWH. Consequently, 
all the rest of the increase — 108.7 billion KWH or 60% of 
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emphases. It should be borne in mind that in the calcula- 
tion we are presenting, only shifts in what might be called ~ 
macro-departmental structure are reflected where, for ex- 
ample, the chemical or metallurgical industry is taken as 


' a unit. Moreover, considerable changes are also in prog- 


ress within the departmental groups. Thus, the share of 

the aluminum, the magnesium, the titanium and other branch- 
es is increasing in the metals industry, and there isan 
increase in the share of the progressive branches in chem-_ 


| ical industry, etc. It is not possible to calculate the influ- 


ence of these changes upon the increase in electric power 
consumption. There can be no doubt that on the whole, 
changes in the departmental structure of industry account — 
for more than 60% of the entire increase in power consump-=_ 
tion. } 
Tendencies in the development of the production of vari-_ 
ous metals in the USA are of considerable interest. (10) ; 


the total increase — was the result of changes in industrial HK 
Unit of Measurement 1929 1939 1947 1957 
J io 

Pig iron Million tons 43.3 32.3 54.6 72.0 
Steel Million tons SY BS, 47.9 77.0 102.2 
Aluminum Thousand tons 103 148 519 1,496 
Blister copper Thousand tons 999 698 857 1,069 
Zinc Thousand tons 567 460 728 895 
Metallic magnesium Thousand tons 0.6 3 1! | Lisi 
Lead Thousand tons 637 404 400 302 
Ferro-titanium Thousand tons 13 305 496 yh 
Cobalt Tons 
Cadmium Tons 
Nickel Tons 
Molybdenum Tons 
Chromite Tons 
Tungsten : Tons 


The table shows that the smelting of pig iron in the United 
States increased 66% from 1929 to 1957, and that of steel 
rose by 79%. The production of the non-ferrous metals, 
particularly magnesium, aluminum, and nickel, increased 
considerably more rapidly. Aluminum smelting reached 1.5 
million tons in 1957. Zinc production rose by more than 
50%. The production of copper was practically stable (a 7% 
increase). The melting of lead dropped by more than half. 
The production of titanium, cobalt, cadmium, molybdenum, 
chromites, and tungsten increased at a spectacular rate, as 
. they have only recently acquired industrial application as a 
result of the progress of technology. Despite the high rate 
of increase in the production of the non-ferrous and rare 
metals, pig iron and steel predominates in the over-all pro- 
duction of metals. Therefore it is necessary to give more 
detailed attention to tendencies in the development of the 
iron and steel industry. 

Although the open hearth process continues to predominate 
in steel melting (open hearth steel was 91.9% in 1940, and. 
90.2% in 1957), the share of electric steel increased con- 
siderably. In 1940, 1.5 million tons of steel were melted in 
electric furnaces, or 2.6% of the total production, whereas 
in 1956 the figure was 8.3 million tons, or 7.9% of the total. 
The production of alloy steel increased during this period 
from 4.5 to 9.4 million tons, and their share in the total 
melting increased from 7.4% to 9.0%. Oxygen is acquiring 


ever-widening application in the steel melting industry. The | 


consumption of oxygen per ton of steel melted rose from 
0.92 cubic meters in 1930 and 1.54 cubic meters in 1940, to 


5.66 cubic meters in 1957. A major peculiarity of the de- 
velopment of the rolling mills in the United States is a 
considerable increase in the share of rolled sheet, and par= 
ticularly thin sheet, in the over-all production. In 1937, j 
rolled sheet constituted 46.5% of the total output of the roll 
ing mills, and in 1956 it represented 55.2%. Finished sheet 
increased correspondingly from 21.3% to 32.8%. Moreove! 
the share of cold rolled sheets in the total output of thin 
rolled sheet increased from 30% to 58%. 

It would be wrong to explain the high percentage of pro- 
duction of rolled sheets in the USA by the requirements of 
the automotive industry. In 1956, 75.5 million tons of __ 
rolled metal were shipped to consumers, and when one sub 
tracts that shipped to the automotive industry, this still 
comes to 62.7 million tons. This final figure includes 29.3 
million tons, or 47.5% of the whole, which was rolled sheet 
including 14.6 million tons (23.3%) consisting of thin sheet 

The development of the technology of the rolling mill in- 
dustry is characterized by the production of high-output 
continuous wide strip mills. Prior to the Second World 
War there were 28 continuous and semi-continuous wide 
strip hot rolling mills in the United States, with a total an: 
nual capacity of 16 million tons. At the outset of 1958, the 
were 38 such mills, with a total annual capacity of 50 mil. 
lion tons. These mills rolled about 80% of the total sheet 
produced in the USA. In 1957 a considerable number of h¢ 
rolling mills were modernized, and about 25 new mills 
worked up. ¢ 

Let us remark upon one more significant tendency in th 


elopment of American metallurgy — the increase in tube 
duction. The manufacture of steel tubes in the USA in- 
ased from 4.6 million tons in 1946 to 9.5 million in 1956 
in other words by 100%, whereas the total production of 
led steel during these years had increased by 75%. The 
duction of iron tubes and fittings rose from 1,100,000 
3 in 1940 to 2,300,000. in 1956. 
EK 

merican sources provide no data on the dynamics of the 
Sical volume of production of various branches of the 
mical industry. Therefore to describe the changes with- 
nis branch of industry it is necessary to make use of in- 
2S for the number of workers and the value of output for 
various years. Inasmuch as we are discussing the rates 
ncrease in various fields of production within the indus- 
as a whole, we make the arbitrary assumption, in util- 
g indices for volume of production for current prices, 
. the prices of all types of products in the chemical in- 
try have changed uniformly. 
or the industry as a whole, the number of workers in- 
ased from 276,000 in 1939 to 517,000 in 1956, or by 87%. 
-value added by manufacture rose in these years from 
300,000,000 to $11,600,000,000 or by 540%. 
he production of plastics and elastomers increased 
est of all. Here the number of workers rose 160% more 
idly than in the chemical industry as a whole, and output 
“eased 190% more rapidly. The production of insect- 
es and fungicides showed the second most rapid in- 
ase. Here the number of workers rose three times as 
idly, and the value added by manufacture 180% faster 
1 in the chemical industry as a whole. The third place is 
upied by “other organic chemistry,” concealing a con- 
srable portion of special military chemistry (other than 
production of explosives). Here the number of workers 
“eased 110% more rapidly than in the chemical industry 
. whole and the cost of production rose 90%. Fourth 
-e is occupied by “other inorganic chemistry,” including, 
ring by the very sharp rise in production during the last 
> years and also the tremendous increase in power con- 
iption, a considerable proportion of the atomic energy 
istry. The number of workers in this branch rose 210% 
the cost of production increased tenfold. This means 
the number of workers here rose 70% more rapidly 
1 in the chemical industry as a whole, and that the cost 
roduction rose 60% more rapidly. The pharmaceutical 
istry was in fifth place, and the production of interme- 
e and organic dyestuffs in sixth place, with explosives 
juction in seventh place. The production of synthetic 
rs is in eighth place, and in this field a rapid rise in 
| productivity was observed. Whereas in the chemical 
istry as a whole, the value added by manufacture, in 
es of the corresponding years rose 540% from 1939 to 
3, with an 87% increase in the number of workers in the 
juction of synthetic fiber, the value of the product in- 
used by 360%, and the number of workers remained vir- 
ly stable (an increase of only 3% from 1939 to 1956). 
he scale and dynamics of increase in the most impor- 
types of synthetic products is characterized by the 
ywing figures. The production of synthetic resins and 
tics increased from 568,000 tons in 1947 to 2,032,000 
in 1957, or by 260%. The production of synthetic rub- 
rose from 496,000 tons in 1948 to 1,136,000 tons in 
7, (11) The production of rayon increased from 145,400 
in 1947 to 432,700 tons in 1950, and in 1957 it was 
000 tons, while the production of staple fiber was, re- 
tively, 9,200, 138,600 and 192,800 tons. The produc- 
of synthetic fiber increased from 55,500 tons in 1950 

3,900 tons in 1957. (12) 
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The paper and -pulp industry developed at rapid rates. 
The number of workers in this industry increased from 
270,000 to 461,000, or by 71%, in the years 1939-1956, and 
the value added by manufacturing at current prices in- 
creased from 900 million to 5 billion 500 million dollars, 
or by 520%. (13) The production of cellulose and of 
pressed and cast cellulose products shows the most rapid 
increase. There was most intensive progress in the pro- 
duction of paper and cardboard packaging. The number of 
workers in these fields rose from 80,000 to 161,000 during 
the same years. The value of paper and paper board pack- 
aging sold rose from 500 million dollars in 1939 to a billion 
880 million in 1947 and then to 3 billion 560 million in 1956. 
The large scale of production of paper and paper board 
packaging has made for a considerable saving of forest 
products and metals. 

KOK 

The tendencies in the developments of the metal-process- 
ing and machinery-building industry in the USA are de- 
serving of special attention. These branches developed con- 
siderably more rapidly than American industry as a whole, 
and were second in rates of growth only to electric power 
production and the chemical industry. From 1929 to 1956, 
the share of the metal working industry in processing indus- 
try as a whole rose from 31.7% to 34.8% in total number of 
workers, while in the value added by manufacture, it rose 
from 31% to 36.7%, of which the share of machinery manu- 
factures in the total number of workers increased from 25% 
to 26.5%, and in value added in manufacture there was a 
rise from 24.5% to 28.5%. 

In the years 1929-1956, the production of instruments. 
and precision machinery rose most rapidly both in the num- 
ber of workers and in value added in manufacture. The 
second place, as to rates of growth, is occupied by the in- 
dustry manufacturing electrical equipments and technical 
machinery. In connection with the arms race, transpor- 
tation machinery rose to first place in the rate of growth 
in the 1947-1956 period (due to forced tempos of increase 
in the aircraft industry). 

A more detailed examination of the shifts in the internal 
departmental structure of machinery and. instrument man- 
ufacture shows that the manufacture of radio and electronic 
apparatus and instruments took first place in rate of growth. - 
From 1939 to 1956, the number of workers in enterprises 
in this branch of industry increased from 57,000 to 300,000, 
and the value added in manufacture rose from 149 million to 
2 billion 700 million dollars. Reproduction of scientific 
equipment and instruments was in second place, and the 
reproduction of transportation equipment, primarily mili- 
tary aircraft, was in third place. The number of workers 
in the aircraft industry increased from 49,000 to 586,000 
from 1939 to 1956, and the value added in manufacture from 
184 million to 6 billion 700 million dollars. Fourth place 
in rate of growth was occupied by the production of machin- 
ery and tools (as well as of all kinds of equipment for them) 
for industry. Fifth place is taken by communications equip- 
ment, sixth place by household appliances and tools, sev- 
enth place by office and store equipment, eighth place by 
tractors, andninth place by medical equipment. 

The shifts in the structure of the branches of the ma- 
chinery manufacturing field engaged in producing machines 
and instruments for industry are of considerable interest. 
Technological progress in this area showed and continues 
to show, unequal development. It was most pronounced in 
the most important field, the processes of shaping and 
forming. The development of systems of machines to serv- 
ice auxiliary processes such as transportation, engineer- 
ing controls, control of equipment, manufacture of tools and 
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fixtures, etc., lagged behind the rates of mechanization of 
the basic processes of production. This led to an increase 
in the relative percentage of auxiliary workers engaged in 
transfer, inspection, the making of fixtures and repair of 
equipment either manually of with fairly primitive mechan- 
isms. 

During the past two decades, the development of the ma- 
chinery manufacturing industry was governed to a consider- 
able degree by the need to eliminate these disproportions. 
Whereas in the branches producing working machines for 
industry, the number of workers rose 120% from 1939 to 
1956, and the value added by manufacture rose 6- or 7-fold 
in current prices, in the production of transportation and 
transferring mechanisms, the corresponding figures were 
290% and 13.7 times, whereas in the branches producing 
monitoring and measuring instruments, the figures were 
70% and 10.2. 

The manufacture of conveyors and conveyor equipment 
increased from 30 million dollars in 1939 to 146 million 
dollars in 1947 and then to 325 million in 1956, measured 
by selling price. The value of fork-lift trucks and other 
loading mechanisms in industry increased from 155 million 
dollars in 1947 and then to 325 million in 1956, measured by 
Selling price. The value of fork-lift trucks and other load- 
ing mechanisms in industry increased from 155 million 
dollars in 1947 to 255 million in 1954 and 355 million in 
1956. According to the Census, about 35,000 fork-lift 
trucks of various types were manufactured in 1954. In addi- 
tion, 4,800 portable lifts were manufactured, 42 million 
dollars worth of manual loading devices and trailer cars, 

13 million dollars worth of metal bases and skid rollers for 
moving weights, and 61 million dollars worth of various 
types of lifting and transportation equipment for mechanizing 
intra-plant transfer, as well as spare parts and equipment. 

In the area of general industrial equipment, the produc- 
tion of air and gas compressors (excluding refrigerator 
compressors), increased at rapid rates. The value of manu- 
facture here rose 12-fold from 1939 to 1956, while the value 
of the output of all mechanisms and equipment for industry 
in its entirety rose 540%. These data are descriptive of the 
role of compressors as one of most important types of 
auxiliary equipment in modern industry. 

The production of tools and fixtures rose with particular 
rapidity. The number of workers engaged in the production 
of metal-working equipment doubled from 1938 to 1956, and 
the value of the output increased 520%, while at specialized 
enterprises producing tools and fixtures for metal-working 
equipment, the corresponding figures were 360% and 14.2 
times. From 1939 to 1956, the number of workers in enter- 
prises manufacturing metal-working equipment rose from 
55,000 to 111,000, while those at enterprises manufacturing 
tools and fixtures rose from 25,800 to 118,000. Whereas in 
1939 $42 worth of tools and fixtures for machine tools were 
manufactured for every hundred dollars worth of output of 
metal-working equipment, by 1956 that ratio stood at 97 
dollars to 100 dollars. 

In the production of tools and equipment the production of 
cutting tools rose most slowly. The value of such products 
manufactured for sale was nearly 300 million dollars in 
1954, and 400 million in 1956, while the value of machine 
tools and other metal-working tools in the respective years 
was $1,500,000,000 and $1,700,000,000. The output of jigs 
and fixtures for equipment — chucks, retainers, etc. — in- 
creased at more rapid rates, exceeding 116 million dollars 
in 1956. The production of control and measuring instru- 
ments is increasing with particular rapidity (almost four- 
fold from 1947 to 1956, as measured in value). 

The assembly and fitting of machine parts and assemblies 


has been the most backward field of machine building in 
terms of level of mechanization. The man-hour require- 
ments in assembly operations are very high, and not infre- 
quently comprise more than half of the total man-hour 
requirements for the manufacture of machinery and instrus| 
ments. In the solution of the problem of mechanization of 
these operations, the production of electrical and pneumatic} 
hand tools plays an important role. From 1947 to 1956, the} 
value of manufacture ot such tools (electric and pneumatic | 
drills and borers, electric grinding wheels, electric saws, | 
electric and air driven wrenches, screw drivers, etc.) 
doubled. 

The increase in specialization of production of dies, 
clamps, and other fixtures, as well as other types of non- 
standard tools and jigs, is increasing at rapid rates. All 
this equipment has been, and at many enterprises still is, 
designed to individual order. Specialized production of non- 
standard tools and jigs is an important factor in increasing | 
the productivity of labor in the manufacture of machinery, 
The mass production of such tools and fixtures forsthe 
market rose from 379 million dollars in 1947 to one,billion| 
200 million dollars in 1956, which is a figure excee 
almost 20% the value of manufacture of machine tool 
the USA. Patterns and flasks, molds and templets for 
casting ferrous and non-ferrous metals and plastics pla an 
ever-increasing role in the metal-working industries. 
time-consuming process of manufacturing this equipment 
engages a large number of pattern and tool departments i 
machinery manufacturing plants. In recent years, there 
has been a regular increase in the market production of in-' 
dustrial patterns, molds and templets, on a highly special=— 
ized basis. The value of the manufacture of these products 
increased from 78 million dollars in 1947 to 310 million in” 
1956, or in other words, fourfold. (14) Almost 738% of 
these products were made at enterprises specializing . 


of these enterprises — that is, the percentage of their majo 
products to the total product — was 93%, according to the 
Census of 1954. (15) 

Another important tendency in the development of the 
American machinery-manufacturing industry is the gro 


and automatic control. The number of workers and enter- 
prises manufacturing these instruments and apparatus in-— 
creased 350% from 1939 to 1956, and the value added by 
manufacture increased 12.4 times in current prices, from 
72 to 888 million dollars. 
Let us examine the tendencies in the development of othe 
branches of the metal manufacturing industry, excluding th 
manufacture of machinery. The most rapid increase was 
in the specialized factory manufacture of metal products 
for construction: structural fabrications, metal doors, 
window frames and panels. The number of workers in en: 
terprises in this branch trebled in 17 years, attaining 24 
000 in 1956. ide 
Another rapidly developing branch of metal manufactur 
is the specialized production of stampings. The number ¢ 
workers in enterprises in this group attained 108,000 in 
1956, and the value of their output exceeded 2 billion dol- 
lars, of which 600 million dollars represented stampings 
for the automotive industry. 
4K 
The third branch that has been developing at rates moré 
rapid than others, is the specialized manufacture of faste' 
ings: bolts, nuts, screws, rivets, etc. In 1956 the value 
of manufacture in this branch of industry exceeded one bi 
lion 400 million dollars, of which the value of specialize | 
mass production of non-standard fastenings was 166 mill 


‘ 


lars. Of the greatest importance for characterization of 
structure of industry as a whole and of the technological 
nges occurring therein is an analysis of the assortment 
machines and tools produced. From 1939 to 1957 the 
ume of metal-cutting machine tools sold increased 370% 

| current prices), and that of metal roll-forming equip- 

nt rose 13.7 times. The share of metal-cutting machine 
ls in the total volume of metal-working machinery sold 
pped from 89% to 74%, and the share of metal spinning equip- 
pnt increased from 11% to 26%. 


Ages of machine tools 
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This same tendency may be found on analysis of the 
structure of the equipment currently installed in the metal 
manufacturing industry of the United States. 

Before proceeding to examining the changes in the com- 
position of equipment in the metal manufacturing industry, 
let us note the following two most important tendencies. 
The first of them consists of the systematic increase in age 
in the metal-working equipment of American industry, as 
is evidenced from the following data: 


| Age Groupings of Metal-Working Machine Tools Installed 
in Industry (Percentage of Total) (16) 


For nearly a decade and a half after the end of the Sec- 

d World War, American industry saw virtually no signifi- 
nt replacement of its machine tools. Moreover, the peri- 
1953-1958 was characterized by a rather rapid reduction 
the absolute number of old machine tools. In 1953 there 
re 369,000 machine tools more than 20 years of age. In 
08, despite the entry into this age group of a considerable 
mber of machine tools that had in 1953 been in the 10-20 
ar age group (estimated at 700,000 in 1953), the absolute 
mber of machine tools in use for more than 20 years was 
nost 100,000 more than it had been (nearly 276,000). As 
-esult, the share of machine tools 10-20 years of age in- 
eased from 20% to 44% between 1945 and 1958. 

This is directly related to the second important tendency 
the dynamics of installed metal-cutting equipment: the 
solute reduction in the number of machine tools in the 
‘tal-working industry (a reduction of 234,600 from 1953 
1958). The number of machine tools installed in enter- 
ises manufacturing locomotives for rolling stock and 
nsport, ships, and artillery, dropped particularly sharp- 
(by 182,000). The number of machine tools and enter- 
ises manufacturing metal products dropped by 60,000, 

1 the number in the auto industry dropped 46,000. 

An increase in the number of machine tools occurred in 
production of general industrial equipment, turbines, 

1 motors, and in the aircraft industry. There was an in- 
nificant increase in the number of machine tools in the 
y»duction of metal-working equipment (by 5%) and in the 
ctrical machinery manufacturing industry (by 2%). 

[he reduction of the number of machine tools in a number 
pranches of industry (locomotive and rolling stock manu- 
ture, shipbuilding, agricultural machinery) was related 
a slowing or cessation of increase in production. 

n the automobile, electrical machinery and tool branches 
| in the production of metal products, the reduction or 
bilization in the numbers of machine tools was accom- 
ied by an increase in productive capacities and in in- 
ase inthe volume of production. Thus, in the electrical 
‘ineering industry, an 83% increase in the volume of 
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Under 10 Over 10 y f 
Years years years 10-20 years Over 20 years 
1925 56 44 No data No data 
1930 48 52 No data No data 
1935 33 67 No data No data 
1940 28 72 No data No data 
1945 62 38 20 18 
1949 57 43 22 a1 
1953 45 55 36 19 

1958 40 60 4d 16 


production took place, while the number of machine tools 
diminished by 20%. This is explained by a number of fac- 
tors. In the first place, in all the branches under examina- 
tion (except the building of automobiles), the general in- 
crease in the age of the installed machine tools was accom- 
panied by retirement of a large number of machine tools 
more than 20 years old. The share of machine tools less 
than 10 years of age was 54.6% of the total in 1949 in the 
manufacture of metal products, while in 1958 it had fallen 
to 41%. Whereas, in 1949, there were 171,700 machine 
tools more than ten years of age in this branch of industry, 
by 1958 the number of machine tools more than 20 years of 
age was only 52,200. Consequently, at least 118,500 ma- 
chine tools had been taken out of operation during this pe- 
riod. Analogous processes were occurring in electrical 
machinery and tool branches of industry. 

During the past five years, there has been a Significant 
replacement of the installed machine tools in the automo- 
tive industry. The percentage of metal-cutting tools under 
10 years of age was 43.3% of the total in 1953, whereas in 
1958 it increased to 53.8% of the total, although the total 
number of installed machine tools dropped by 46,300. Ac- 
cording to our calculations, over 55,000 machine tools more 
than 20 years of age were taken out of operation in the 
years 1949-1958. These indices reflect the process of tech- 
nological re-equipment of the automotive industry occurring 
during the first half of the fifties, and making possible the 
production of 9,200,000 automobiles (7,900,000 passenger 
and 1,300,000 trucks) in 1955. (17) The manufacturing 
capacity of the automotive industry increased 33% from 
1953 to 1958 (18), while the total number of machine tools 
diminished by 27%. This was due to a considerable in- 
crease in the output capacity of the machine tools manufac- 
tured in 1948 and subsequent years, when compared to the 
output capacity of machine tools manufactured earlier. The 
output capacity of machine tools manufactured in 1958 was 
on the average 54% higher than that of comparable machine 
tools in 1948. (19) One of the reasons for the significant 
increase in the volume of manufacture, accompanied by a 
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reduction, or small increase, in the total number of ma- 
chine tools, is the extensive introduction of specialized 
multiple-operation machine tools and automatic lines. Of 
16,300 pieces of equipment of this type, 8200, or 50% of the 
total, were installed in the automotive industry, and 2,100, 
or 13%, were installed in the production of metal products, 


Metal-cutting machine 


tools 15711 1,762 
Roll-forming equipment 390 455 
Casting machinery No data Ales 
Welding equipment 247 181 
Heat-treating equipment 73 106 
Machines and drums, cyl- 

inders for metal coating || 7 13 


Total 


The cutting of metals is rapidly being replaced by roll- 
forming. Another progressive process in the improvement 
of technology is the shifting of shaping processes to the ini- 
tial stages of production and the retention primarily of fin- 
ishing processes in the manufacturing departments. The 


Total number of metal-cutting 

machine tools (in numbers) 
Including: 

Lathes 

Planers 

Grinders 


Thus, production of lathes and planers decreased both 
absolutely and relatively (from 34% to 17%). The manufac- 
ture of grinders increased sharply both in absolute num- 
bers and in percentage, these being used for finishing opera- 
tions. The scale of production thereof increased 240% from 
1939 to 1957, and their share of the total output rose from 
22% to 44%. 

In 1945, lathes were the most important category of ma- 
chine tools (constituting almost a quarter of the total num- 

-ber installed), whereas in 1958 grinders were the most im- 
portant category. In 1945, there were 471,600 lathes and 
planers, which are the major “chip” producers, while 
grinders, polishers, honing machines and lapping machines, 
in other words, machines removing hundredths of a milli- 
meter and serving merely to finish surfaces already brought 
to rather close tolerances, numbered 440,000. The ratio 
between the production of lathes and finishing machine tools 
was 100 to 93 in 1945, but 100 to 117 in 1958. The share of 
boring and broaching machines is also increasing. 

An important characteristic descriptive of the changes of. 
the composition of the equipment of the metal-working in- 
dustry is the growing utilization of multiple-operation and 
automatic lines. This group of equipment was separately 
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1,261, or 8%, in the electrical machinery industry, and 445) 
or 3%, in enterprises in the tool industry and precision 
fields. (20) ; 4 

The most important changes within the installed equip- 
ment of the American metals industries are reflected in thil 
following table (in thousands): 


1958 as % 
of 1953 


1958 as % 
of 1945 


1,941 
519 96 
13 12 « 92 
280 300 121 107 
107 99 136 93 
12 16 229 133 


dustry of the United States, as evidenced from the follow 


ing data: ee N 


As percent of total out- 
put of machine tools 


142,421 
23,266 
894 
63,055 


identified in the 1958 Census, and was found to number 
16,300 units of which 8,300 were multiple-operation com 
pound tools and automatic lines with machine tools in lin- 
ear arrangement, 3,800 are rotary groupings and lines, 
and 3,800 are automatic assembly lines. 15,800 of this 
total were installed during the preceding 10 years, 1,800 
are 10 to 20 years of age, and only 600 were in use for 
more than 20 years. 

From 1945 to 1958, the share of power presses and 
forging machines dropped significantly, from 64.2% to 43. 
in the makeup of metal-spinning and forming equipment. 
The share of bending and shaping machines increased fro 
8.5% to 15.3%, that of hydraulic and pneumatic presses fr 
4.3% to 10%, that of riveting machines from 4.8% to 11.3%: 
that of casting machines from 0.5% to 3.5%. 

Significant shifts have occurred in the production of po’ 
er equipment and motors. The dynamics of installed ca- 
pacity of public utilities power plants presents an idea o! 
the output of steam and hydraulic turbines. (21) 

Steam turbines and turbo-generators predominate in 
power equipment. Of the total 88,000,000 KW increase in 
capacity from 1931 to 1956, hydroelectric stations ac- 
counted for only 17 million KW. During the past six yea! 
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ydroelectric plants represented 15%, or 7,900,000 KW of 
creased capacity, which totalled 52,600,000 KW, while 
eam plants represented 85%, or 43,200,000 Kw. 


Rise in installed 
capacity (million KW) 


Hydroelectric 


Years plants 


1931-1935 

1936-1940 

1941-1945 

1946-1950 

1951-1955 
1956 


Total for 26 years 


The production of internal combustion engines is in- 
reasing rapidly. In this connection, the production of low- 
apacity engines (up to 3-5 H.P.) is increasing most rapid- 
7, and there is a considerable increase in the output of the 
10st powerful categories (100 H.P. and more). Whereas 

1e Over-all increase in the output of engines (of automo- 
ve, aviation, haulage tractor) was 14-fold in 18 years, 
“om 348,000 to 4,924,000, the production of engines of un- 
er 6 H.P. increased 20-fold, from 215,000 to 4,231,000, and 
lat of engines of over 100 H.P. rose 16-fold, from 4,000 to 
4,000. There was a particularly sharp increase in the out- 
ut of the very small engines (up to 2.9 H.P.): 3,700,000 in 
937. The production of engines of between 6 and 10.9 H.P. 
ose only 18% and the production of engines of from 11 to 
00 H.P. diminished. 

The tendency toward a significant expansion of production 
f small engines along with an increase in the output of the 
irgest engines is also clearly reflected in the structure of 
roduction of electric motors. The scale and structure of 
le production of electric motors significantly characterizes 
ye technical development in modern industry. 

According to the data of the Industrial Census of 1947 and 
at of 1954, 45,300,000 electric motors were produced in 
e USA in 1947, and 59,400,000 in 1954, or a 31% increase. 
fithin these totals, the production of motors under 1 H.P. 
9se from 43,400,000 to 57,600,000, and the production of 
iotors of more than 1 H.P. dropped from 1,904,000 to 
744,000. (22) 

The increase in the production of small and tiny electric 
otors relates to the introduction of automation and mechan- 
‘ation of hand tools using electric drive. The most back- 
ard fields in terms of level of mechanization are the proc- 
sses of finishing and assembly, transportation of raw mate- 
ials and semi-manufactured goods, processes of inspec- 
on and control ot the operation of equipment. Development 
‘automation is also giving rise to a sharp increase in the 
2mand for electrical motors of small power. Whereas the 
echanization of the fundamental preparatory, processing, 
1d shaping processes in production involves a need for a 
msiderable number of medium power, large and frequent- 
very large electric motors, the business of equipping the 
ixiliary processes, particularly the processes of produc- 
on, depends upon the introduction of electric motors of 
nall power. ; 
The introduction of electric control and monitoring equip- 
= has the same effect upon the structure of the electric 


= ; 


motor manufacturing industry. Electronic modeling and 
computing machines, and the great variety and complex sys- 
tem of servo-mechanisms, serving as the connecting link 
between the controlling and working machines, also consti- 
tute very large consumers of small motors. 

Particularly great shifts in the structure of manufacture 
of electric motors have taken place during the past decade 
(since 1957). This testifies to the fact that the matters at 
issue here are the latest tendencies in technological prog- 
ress. 

From 1947 to 1954 the output of all-purpose motors of 
under 1/100 H.P. increased ninefold, from 571,000 to 5,100,- 
000 per year. The production of all-purpose motors of be- 
tween 1/100 and 1.2 H.P. increased nearly 50%, from 2,300,- 
000 to 3,200,000, and that of electric motors of 1/20 to 1 
H.P. rose from 2,600,000 to 3,700,000 per year. Although 
the manufacture of electric motors of more than 1 H.P. un- 
derwent an over-all decline from 1947 to 1954, the produc- 
tion of multiple-phase induction motors of 51-200 H.P. rose 
84% (from 19,000 to 35,000) while those of 201-500 H. P. rose 
by 61%, and those of over 500 H.P. capacity rose sixfold 
(from 400 to 2,500 per year). 

OOK 

Serious changes have taken place in the makeup of the 
agricultural machinery industry. The sharp increase in 
mass production of so-called garden tractors of small ca- 
pacity attracts attention. In 1939, the industry produced 
160,000 standard wheeled tractors, 20,000 caterpillar trac- 
tors, and no more than 10,000 garden tractors. In 1957 
standard wheeled tractors produced numbered 231,100 (a 
growth by 24.5%), caterpillars numbered 32,900 (a growth 
by 63.5%), and garden tractors produced numbered 181,400 
(an increase of 18.5 times). (23). In 1957, garden tractors 
included 42,000 machines designed for use by a walking 
operator, of which 6,000 were under 2 H.P. and 33,000 were 
from 2 to 6 H.P. So-called motorized cultivators repre- 
sented a large share of these, 75,000 of them having been 
produced in 1954, and 130,000 in 1957. 20% of the total 
number produced were under 2 H.P. in power. The high 
labor productivity in field crop cultivation in the USA, ac- 
companied by the relatively small sizes of the farms as 
compared with the scale of socialist agricultural enter- 
prises, is explained to no small degree by mass introduc- 
tion of these small and maneuverable machines, which are 
widely used for mechanization of the most varied kinds of 
operations. 

A characteristic tendency in the development of agricul- 

tural machinery manufacture is the accelerated develop- 
ment of the production of mechanisms for the application 
of chemicals to agriculture, as well as of hay and grass 
harvesters. Whereas the volume of production of all agri- 
cultural machines rose 520% in value from 1929 to 1956, 
the output of dusters and sprayers rose 12.2 times, that 
of haying machines 8.5 times, and that of lawn mowers 8.3. 
(24) 
“There is a rapid increase in the mass production of ma- 
chines for the mechanization of labor in livestock farming, 
and of equipment for barns and chicken coops. In addition 
to pumps, milking machines, separators, butter churns, 


- etc., special loading and transfer equipment is being pro- 


duced for farming. Specialized production of chicken 
raising equipment for the market has taken on a mass char- 
acter. : 

Finally, note should be taken of the increase in the pro- 
duction of threshers, corn shuckers with mechanical drive, 
silage cutters and silage loaders, corn huskers and feed 
mixers, various types of classifying machinery, dryers, 
etc. Whereas the total value of agricultural machinery 
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produced in 1956 was about a billion dollars, 120 million 
dollars worth of parts and spare parts were produced. With 
a total volume of tractor manufacturing in 1956 valued at 
980 million dollars, the sale of spare parts was 400 million 
dollars. (25) This very large scale production of spare 
parts and parts leads to a considerable reduction in expen- 
ditures upon overhaul and operations. 
KOK 

The dynamics of the size of industrial enterprises is of 

considerable interest. Detailed data on this question is 


available only in the Industrial Census of 1947 and that of 
1954. These data are gathered in the following tables: 


Number of enterprises in 
manufacturing industry 240,881 267,263 
Workers therein, thousands 11,916.2 123215-8 
Average number of workers 
per enterprise 49.5 45.7 
Including: 
Number of enterprises 
with 1-4 workers 70,384 95,434 
Number of workers therein 
(thousands) 139.9 183.4 
Number of enterprises with 
5 or more workers 170,497 171,829 
Number of workers therein 
(thousands) IAL eG 33} 12,032.4 
Average number of workers 
in enterprises with more 
than 5 workers 69.1, 70.0 


The increase of 26,400 in the total number of industrial 

enterprises occurred entirely in the smallest type of handi- 
_craft-type enterprises with four workers or less. In the 
comparable group of branches of industry, the number of 
such enterprises rose from 70,400 in 1947 to 95,000 in 1954, 
or in other words by 25,000. The increase in the very small- 
est enterprises rose from 70,400 in 1947 to 95,000 in 1954, 
or in other words by 25,000. The increase in the very 


smallest eaternr see occurred chiefly in the woodworking 
and furniture industries (8,200 more enterprises). There 
was an increase of 3,000 in the number of enterprises makx 
ing metal products (chiefly building parts, fasteners, as 
well as special-order metal-covering work). In the ma- 
chinery-manufacturing industry, small enterprises in- 
creased by 6,000. These are enterprises manufacturing ~ 
tools, jigs and other fixtures for metal-working equipment | 
as well as small workshops (almost 8,700) manufacturing 
auto parts: pistons, piston rings, valves, bushings, carbu- - 
retors, etc. The industries we have discussed account for 
17,200 of the 25,000 new small enterprises with 1-4 work-_ 
ers. If we exclude the smallest enterprises, the average 
number of workers per enterprise with 5 or more workers ; 
underwent virtually no increase from 1947 to 1954 (rising 
from 69.1 to 70 people per enterprise). 

The fact that the number of enterprises with 5 or more 
workers showed virtually no increase for manufacturing in- 
dustry as a whole, and that their average size (in number 
of workers) remained the same, is a result of two Opposing ; 
properties. In a number of branches of industry (fopdstufis 
tobacco, textiles, clothing, woodworking and leather} 
number of workers diminished considerably (by 10,00 
the average size of the enterprise rose correspondingl 
opposing tendency is to be noted in the metals industry 
cluding iron and steel), in paper and paper-pulp, rubber 
furniture and other branches. In these branches, there is 
considerable increase in the number of branches and in ~~ 
average size. On the whole, the number of enterprises in 
this group employing 5 or more workers increased by 11,- 


_ 400 from 1947 to 1954. 


Let us examine these tendencies in greater detail, for thei 
group of metal working branches of industry. (See table 
shown below.) H 

The reduction in the number of workers per enterprise it 
in itself no sign of reduction in the scale of the enterprises 
or of a decentralization of production. As already noted, + 
mechanization and automation have, in view of the slow rate 
of growth in the volume of production in American industry, 
resulted in an absolute reduction in the number of workers 
during the past decade, 

However, the considerable increase in the number of 
enterprises (by more than 8,000 in seven years) does bear 
witness to tendencies to decentralization and a reduction ir 
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Scale of enterprises in the American metal-working in- 
stry. When we speak of decentralization of enterprises, 
are speaking of the organization and technological as- 
ots of the matter. The industrial concerns and firms 

2m the establishment of small enterprises and the break- 
of a number of large enterprises into smaller units to be 
mnomically efficient. This does not in any way affect the 
icentration of property, as the small enterprises belong 
her directly to the same large trusts and companies, or 


> controlled by the latter. Inasmuch as the purpose of the | 


>Sent article is an analysis of the engineering and eco- 
mic tendencies in the development of American industry, 
deem it necessary to emphasize these tendencies towards 
nagerial-and-technological decentralization.. They are 

2, to a considerable degree, to automation and the spe- 
lization of production. 

Ihe categories provided in the Census of 1954 covering 
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90% and more 
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For all branches of basic machinery manufacture (ex- 
ding electrical equipment, transport, refrigerators, and 
chine parts), we have calculated the total value of pro- 
stion as measured in actual sales prices by groups of 
‘erprises. On this basis, we have calculated the produc- 
n per worker both on the basis of value added in manu- 
ture, and on the basis of the gross value of the product. 
addition, we have calculated, for all machinery 


Total production in 


All machinery building 
(including electrical and transport) 


ah 


United States manufacturing industry envisage a grouping 
of enterprises by level of specialization. We have employed 
data of this grouping to calculate over-all data for more 
than 14,000 enterprises in the machinery manufacturing in- 
dustry (not counting electrical equipment and transport 
equipment). These data embrace 14,300 enterprises with 
747,000 workers, and a gross output of $13,800,000,000. 
The grouping shows that as the level of specialization in- : 
creases, the size of these enterprises diminished in terms 
of number of workers and value of output. However, des- 
pite the significantly smaller dimensions of the highly- 
specialized enterprises, labor productivity in these enter- 
prises is not only not smaller, but even higher than that at 
large enterprises which are less specialized. 

In this connection, a comparative analysis of the econom- 
ic efficiency of enterprises of various sizes is deserving 


of attention. 
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manufacture, the indices of power consumption per worker 
and per millions of dollars added by manufacture. It may 


_ be considered that difference in power consumption per 


worker and per million of dollars of production volume re- 
flect to some degree the comparative level of equipment of 
the enterprise. These data have been compiled in the fol- 


lowing table: 
KOK 


Production 


per worker Production 
Electric power consumption per year per year per worker 
in terms. per year per 
Per million dollars of value gross value 
value added in manu- added in of products 
Enterprises grouped by number Per worker facture (in thou- manufacture (thousands 


of dollars) (26) 


of workers employed (in KWH) sands KWH) (in dollars) 


Average of all enterprises 
Of which, per groups of enterprises 
with following numbers of workers: 

10-19 
20-49 

$ 50-99 

100-249 

250+499 

500-999 
1,000-2,499 

2,500 and more 
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The table shows that the level of equipment available to 
small enterprises, as indicated by the indices for electric 
power consumption, is lower by a factor of 1.8-2.4 than 
that of the largest enterprises, and by a factor of 1.8-2.15 
than the average for all enterprises. However, despite the 
significant differences in the level of equipment, labor pro- 
ductivity at the smallest enterprises is only very slightly 
less than at the largest. Output per worker in terms of 
value added in manufacture at enterprises with five to nine 
workers is 20% lower than that at the very largest enter- 
prises (with 2,500 or more workers), while at enterprises 
employing 10 to 19 workers productivity is 19.5% lower than 
in the largest. In enterprises employing 20 to 49 the differ- 
ential is 16%, and in enterprises employing 50 to 99 it is 
10%. When measured in terms of gross value per worker, 
productivity at the smallest and next to the smallest enter- 
prises (with 5 to 9 workers) is 17% smaller than at the 
greatest, whereas the differential is 17.5% when one con- 
siders enterprises employing 10 to 19, and 11.5% at enter- 
prises employing 20 to 49. At enterprises with 50 to 99 
workers the average annual output per worker is $100 great- 
er than at enterprises employing 2,500 and more. The 
maximum level of labor productivity is that at enterprises 
with 250 to 499 workers, where it is 10% higher than at 
enterprises with 2,500 and more workers. 

The calculations presented yield some data for further 

elaboration of the problems of the economic efficiency of 
production relative to scale of enterprise under today’s 
conditions of specialization and the development of automa- 
tion. 
2 OK 

The tendencies of development of American industry dur- 
ing the past decade described in the present review deserve 
the attention of Soviet economists and industrial personnel. 
A critical analysis of these tendencies will facilitate an 
investigation of the most efficient directions to be pursued 
for purposes of technological progress in Soviet industry, 
and for development of the directions to be followed to bring 
about the most rapid solution of the fundamental economic 
problem of the USSR. 
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NOTES AND COMMUNICATIONS 


i. Artemov, N. Vasilyev: 


ssibilities for Improvement and Re- 
ction of Cost of the Managerial 
rsonnel 


[the magnificent objectives for the development of the 
ional economy and culture advanced at the 21st Congress 
he CPSU are to be brought to reality, this requires a 
a improvement of and a reduction in the cost of the 
aratus of administration. 
‘he reorganization of the management of industry and 
struction carried out in 1957 made possible a sharp im- 
vement in the management of the economy and, along 
a this, a reduction in the numbers of the managerial per- 
nel, increasing the percentage of workers engaged di- 
tly inproduction. Whereas in 1941, there was one mem- 
of the administrative and managerial apparatus for 
ry six workers and office workers engaged in the na- 
ial economy, in 1954 this ratio was one to seven and in 
8 it was one to ten. 
‘rom 1953 to 1958, the number of managerial personnel 
\inished by more than 500,000. However, the percentage 
yersonnel not engaged directly in production is still ex- 
dingly large relative to the total labor resources of the 
ntry. As has been noted in the resolutions of the 21st 
ress of the CPSU, tremendous possibilities were avail- 
= for further reduction and simplification of the mana- 
ial personnel of the governmental, business and other 
anizations. 
ignificant reserves of labor are available in the mana- 
ial apparatus of industry, where 20% of the total admin- 
‘ative and managerial personnel are engaged. In some 
nomic administrative districts there is a multiple-stage 
tem of management of the actual enterprises through 
sts, bureaus and other business institutions. This re- 
‘S in unproductive expenditures and complicates the mat- 
of management. More than 4 billion rubles was expended 
hese organizations in 1957. 
1 the Ryazan Economic Council, only 27% of all the in- 
trial enterprises were directly subordinate to the depart- 
ital bureaus of the economic council. The rest of the 
srprises were managed through trusts. At the same 
e in the Vladimir Economic Council, where the number 
nterprises is the same, but the number of workers and 
ce workers employed therein is substantially greater 
1 in the Ryazan Economic Council, the enterprises are 
aged directly by the departmental bureaus, and this sub- 
\tially reduces expenditures on the maintenance of the 
lagerial apparatus. 
1 the Orel Economic Council, less than 10% of all the 
srprises are directly under the departmental bureaus, 
the management of the rest is carried on through trusts 
meat industry trust, the dairy industry trust, the hemp 
t). Here, there is an average of 11 personnel in the of- 
s of the economic council and its trusts per thousand 
sons working in the enterprises themselves. However, 
sryansk Economic Council, where the enterprises are 
yrdinate directly to the departmental bureaus there are 
embers of the economic council staff for each thousand 
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personnel. 

The following data on the number of personnel in the 
economic council machinery, their departmental bureaus, 
and the trusts, offices and other organizations subordinated 
thereto bear witness to the excessive size of the staffs of 
some economic councils, due chiefly to the existence of un- 
necessary intermediate stages of administration. On the 
whole, for every thousand workers and office workers en- 
gaged in the enterprises, there are about six people in the 
economic council, departmental bureaus and other business 
assoCiation offices, whereas in:the economic council em- 
bracing the Turkmenian Soviet Socialist Republic there are 
more than 12 members of the staffs of the economic council 
and other stages of administration per thousand workers, 
13 in the Stavropol Economic Council, 10 in the Estonian, 
etc. At the same time, there are economic councils such 
as the Altai and the Belorussian in which there are five ad- 
ministrative personnel for every thousand workers in pro- 
duction. 

Excessive administrative staffs, and complex and multi- 
staged administration may also be witnessed at many indus- 
trial enterprises. For example, at the Moscow Machinery 
Repair Plant of the Hydromechanization Trust, there is one 
engineering or technological worker or office worker for 
every three or four workers. The management of the fac- 
tory is broken down into very small units. The enterprise 
includes such managerial posts as assistant manager, and 
has planning and production departments, whereas other 
Similar enterprises have no assistant manager, and have a 
combined planning and production department. 

At the Moscow small- cylinder automobile plants, there is 
a single building housing two departments: the forging and 
machining department, and the tool department, each of 
which has its chiefs, assistant chiefs, and shop chiefs. Atop 
these two departments is a superstructure called the man- 
agement of the tool and forging building headed by a chief 
and an assistant to him. 

There are many enterprises where the size of the mana- 
gerial staff continues to grow. At the Moscow Type Cast- 
ing Plant No. 2, the number of managerial workers rose by 
12% in 1958 over 1957, whereas the number of workers rose 
by less than 1%. A similar situation may be seen at the 
Moscow Autogenous Welding Plant No. 1, where the number 
of workers in the managerial apparatus increased by 16 in 
1958, while the number of producing workers remained the 
same. At the Moscow Moskabel Plant, the number of pur- 
chasing and sales personnel rose by 16% between 1955 and 
1958, and the number of production workers rose by 8.5%. 

In may fields of industry, technological progress direct- 
ly tends to increase the percentage of engineering and 
technological personnel in the total number of people em- 
ployed. However, the figures presented above do not at all 
reflect these progressive tendencies, which relate to the 
introduction of the very latest in technology and the perfec- 
tion of the organization of production. In many cases, the 
managerial apparatus is increasing in such categories as 
purchasing and sales, accounting, the administrative per- 
sonnel directly under the management of the factory, etc. 

At the present time, the USSR has about 1,600,000 people 
engaged in accounting and bookkeeping. Despite the reduc- 
tion in managerial personnel and the measures taken to 
simplify bookkeeping, statistical and financial reporting, 
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the number of workers in this category of personnel has 
not only not diminished in recent years but has even in- 
creased somewhat. In 1955, the total number of bookkeep- 
ers, calculators, accountants, tabulators, registrars, order 
takers, cashiers, statisticians and personnel of computing 
offices totalled 1,580,000 for the country as a whole, 
whereas in 1958 they totalled 1,650,000, or 30% of the en- 
tire administrative and managerial personnel. More than 
one half of all office workers at industrial enterprises are 
engaged in bookkeeping and accounting. 

The volume of bookkeeping work to be done depends upon 
a number of factors. Of greatest significance is the total 
number of workers and office workers engaged at the enter- 
prise, inasmuch as the bulk of the bookkeeping and account- 
ing personnel are engaged in calculations and analyses hav- 
ing to do with wages. Within a single branch of industry, 
with a single system of accounting and a single accounting 
plan, there should be approximately equal numbers of work- 
ers at the various enterprises relative to each bookkeeping 
or accounting person. However, this is far from being the 
case in reality. For example, at the Zaporozhstal plant, the 
average number of workers and office workers per book- 
keeping and accounting person is 40% higher than at the 
Dneprospetsstal plant. These figures indicate that there 
is considerable room for economies. 

One of the major causes for excessively large staffs of 
bookkeeping and accounting personnel is the inadequate 
mechanization of calculation and accounting. There are 
some enterprises where calculating machines are not used 
fully, and even where machine computation centers do 
exist, a considerable portion of the calculation and compu- 
tation is done by hand. In the Moscow regional economic 
council, for example, only 27% of the industrial enterprises 
are served by machine calculation installations. 

The all-round mechanization of accounting and calculating 
and, in the first place, that of the most time-consuming as- 
pects of bookkeeping — keeping accounts of earnings and 
output, of materials of value, and of finished production — 
and the compilation of the turnover ledger is the founda- 
tion of reduction of expenditures on the maintenance of 
bookkeeping and accounting personnel. For example, it has 
been calculated that if even 50% of the enterprises of the 
Leningrad Economic Council were converted to mechanized 
accounting and the introduction of modern methods of ac- 
counting, this would make it possible to reduce the staffs 
of calculating personnel by 4,000. From 1959 to 1965, this 
would yield an annual saving of about 70 million rubles. 

Many enterprises employ clumsy methods of accounting, 
complex forms of primary technological, economic plan- 
ning and bookkeeping documents, and in a number of cases 
engage in the calculation of various indices that are com- 
pletely unnecessary. Thus, for example, daily calculations 
are made of standards of wages and output per worker. 
Bulky accounting is done of indices of cost accounting on 
departmental and shop bases. Gross production is planned 
and kept record of by departments and shops, etc. However, 
these data are made virtually no use of in practice. The 
calculation of and accounting of wages are particularly con- 
fused. At many enterprises, piecework is employed in de- 
partments where this is unnecessary, quotas and rates are 


classified with excessive detail, etc. All this creates extra . 


work for the bookkeeping and accounting personnel. 
Simplification of accounting forms, and of primary docu- 
mentation by all possible means, and the introduction of 
simplified methods of accounting will permit a considerable 
number of computing personnel to be relieved of this work. 
Thus, the mere transfer of certain categories of workers 
from piece to time-plus-bonus payments at enterprises 


under the Cotton Textiles Industry Bureau of the Moscow = 
Regional Economic Council resulted in cutting the adminis=s 
trative staff by more than 50 accounting personnel. The © 
introduction of a simplified method of calculating fulfill- 
ment of the plan for gross production (without considering | 
changes in incompleted production) reduced the labor by — 
calculating personnel and also increased the reliability of 
the data in these reports. 

Bookkeeping is today excessively decentralized in our 
economy. Every organization and each enterprise has its 
own bookkeeping and accounting personnel, even if the vol== 
ume of work it does is small. The post of bookkeeper is 
provided for in orphanages, hospitals, technical high 
schools, small commercial enterprises and eating places, 
etc. In industrial enterprises too, accounting is often done 
on a decentralized basis — by departments, and sometimes} 
even by divisions therein. For example, about 100 enter-— 
prises under the Moscow Regional Economic Council per= ' 
form decentralized accounting of wages. Concentration of © 
accounting in the central bookkeeping office of the enter- ~ 
prises would permit a more rational utilization of the work) 
of the bookkeeping personnel, extensive introductiowmpf 
mechanization and simplified methods of accounting, 
would thereby reduce the numbers of administrative p 
sonnel. At the Odessa Press Plant, where all accountin 
and bookkeeping is centered in the main bookkeeping offi 
the number of workers and office workers per bookkeepin} 
department worker is 110% greater than at another Odes 
machine tool manufacturing plant, the 16th Party Congress 
Plant, where accounting and bookkeeping personnel are de= 
centralized by divisions. At the Kolomna Heavy Machine ~ 
Tool Plant accounting is centralized, whereas at the 
Mytishchy Machinery Manufacturing Plant it is decentra- ~ 
lized. At the former plant, there are 76 workers and of- — 
fice workers per bookkeeping or accounting person, and at 
the latter there are 51. These data testify to the desira- 
bility of centralization of bookkeeping work at the enter-~ 
prises. is 

Among the measures that could be taken to do away wi a 
excesses in the staffs of accounting and bookkeeping per 
sonnel would also be the creation of centralized bookkeep- 
ing offices under the bureaus and trusts of the economic ~ 
councils and other high-ranking bodies, to serve small en: 
terprises and institutions. ; 

Problems of improving skills of accounting personnel — 
deserve serious attention. The scale on which skilled ac- 
counting personnel is being trained does not correspond t@ 
the needs of the economy. Suffice it to say that, for exam 
ple, that only 1% of the bookkeeping and accounting per- 
sonnel at the enterprises and the offices under the Lenin- 
grad Economic Council have higher education. 

The introduction of progressive methods of accounting 
the mechanization of computation and calculation, an in- 
crease in the role of accounting in the administration of 
production, and improvement of accounting machinery re 
quires that accounting and bookkeeping personnel have 
greater skill. Complex computing mechanisms are being 
introduced to replace the abacus and the calculating ma 
chine. The accounting worker must be well acquainted w 
the technological and manufacturing problems of his ente 
prise, and be able to make efficient use of complex com 
puter equipment. ? 

Under the circumstances of all-round mechanization 0} 
accounting and calculating operations, the need for mech 
ical calculating operations is eliminated. The bookkeep: 
er’s work comes increasingly to deal with analytical inv 
tigation of technological and economic conditions and the 
results of production, and the seeking out of resources f 
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roving the economic indices of the work of his enter- 
se. The increased role of accounting in the management 
roduction and the increase in the skills of bookkeeping 
sonnel require that order be brought into the system of 
aries for this category of people. 
‘here is a considerable number of persons engaged in 
nicipal and housing institutions, in medical and children’s 
titutions, and in educational institutions and the like which 
Subordinate to enterprises and other organizations. For 
mple, at the Zaporozhstal plant and the Zaporozhe Fer- 
lloys Plant, such personnel constitute about 8% of the 
il personnel of these enterprises. As we know, most 
erprises manage the housing occupied by their personnel. 
> major factories have an extensive system of service 
titutions, concern themselves with problems of urban 
rovement and even with the operation of the urban pas- 
ger transport system. In many cities the local govern- 
nts have control of only about a quarter of the housing, 
‘rest being in the hands of various enterprises and 
eaus. This results in excessive housing staffs. In small 
Sing bureaus, five times as many office personnel are 
uired per 10,000 square meters of dwelling floor space 
in large ones. 
‘he Same may be Said of children’s and medical institu- 
is. A considerable number of them are split up under 
ious bureaus. The absence of a unified administration 
ds to excessive expenses for the maintenance of mana- 
ial personnel. At the Zaporozhstal plant, for example, 
factory administration has a special department of chil- 
n’s institutions. The fact that children’s institutions are 
ordinated to various departmental agencies creates great 
onveniences for the factory personnel living in districts 
fant from those where the kindergartens and day nur- 
ies controlled by their plants are located. 
‘he creation of social and cultural, and housing and serv- 
institutions attached to industrial enterprises was con- 
oned, when this was instituted, by the need to establish 
manent staffs at industrial enterprises and also by the 
rtcomings in the housing and social-and-cultural serv- 
s to the population by the offices and enterprises under 
local government, the educational and public health 


ncies. Today, these factors are losing their significance. 


» question as to whether the housing and civic service in- 
utions should be transferred completely to the local gov- 
ments, and the social and cultural institutions to the pub- 
health and education authorities for purposes of reducing 
nagerial personnel and improving the servicing to the 
-king people, has now come to a head. 

adustry possess significant resources for simplifying 
artmental management. The engineering and technical 
sonnel and office workers of their subsidiary depart- 

its constitute 55% to 60% of the total number of such per- 
s at enterprises in the machinery building and machine 

| manufacturing industries, whereas in the iron and steel 
istry this percentage is 65 to 70. At many enterprises 
re are shops and departments that are diminutive in 

2, This pertains chiefly to auxiliary and service depart- 
its. For example, at the Dnepropetrovsk plant manufac- 
ing medium-sized hydraulic and heavy mechanical 

sses, virtually every technical group is organized as an 
spendent department, with the result that auxiliary de- 
tments constitute more than half the total number of de- 
tments. In the nature of its products, this plant is analo- 
s to the Odessa Press Works, yet the latter has only 40% 
many departments as the former. 

he structure of management in many departments is set 
ma multiple-stage basis and is similar to the structure 
he factory management. Thus, in the boiler repair 
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department of the Zaporozhstal plant, which has a little 
more than 100 workers, until recently there was a techno- 
logical bureau, a bureau of technical standards, a planning 
and distributing bureau, and a general office, each headed 
by an administrator. The administrative apparatus of each 
such department also included a chief of department, two 
assistants to him, foremen and timekeepers. 

A major shortcoming is the absence of a unified standard 
managerial structure for departments at enterprises in the 
various branches of industry. The number and structure 
of departmental personnel is determined on an individual 
basis at each factory. The cold rolling departments at the 
Zaporozhstal plant and the rolling departments of the 
Dneprospetsstal plant are virtually identical as to the na- 
ture of production and the number of workers; nevertheless, 
the departmental managerial personnel at the Dneprospets- 
stal plant is 7.5% of the number of production workers, 
whereas at the Zaporozhstal plant is is 4.7%. There are 
five assistant and vice-chiefs of departments in the rolling 
department at the Dneprospetsstal plant (including an assist- 
ant in charge of supply, while the factory management it- 
self has a supply department with 16 people in it), whereas 
at the Zaporozhstal plant only 2 people are listed as assist- 
ant and vice-chief. 

It seems desirable that we elaborate a standard struc- 
ture and number of persons to be engaged in managerial 
work of similar departments within each branch of industry. 
This will help us to straighten out the structure and number 
of departmental personnel. 

Practice has shown that when the structure of adminis- 
tration at enterprises is not broken down by departments, 
the administrative personnel within each department is con- 
siderably smaller and the guidance to production is actually 
improved. The elimination of unnecessary stages in admin- 
istration makes it possible to bring management close to 
production, to increase the flexibility of management, to 
make rational use of the labor of engineering and technolog- 
ical personnel and office workers and to save large sums 
of money and quantities of material. The organization of 
management without departmental breakdown has achieved 
wide recognition. It is necessary to continue spreading this 
into small and medium-sized enterprises. At large enter- 
prises, where it is undesirable to eliminate the manage- 
ments of the individual departments, we should take advan- 
tage of possibilities for combining and enlarging the smaller 
departments. Such possibilities exist at virtually every 
plant. 

An increase in department size yields a noticeable econ- 
omy. At one plant in Moscow, for example, the result of the 
combination of small departments was to cut the total num- 
ber from 12 in 1954 to 6 at the present time. Despite the 
substantial increase in volume of actual output, the number 
of departmental personnel has remained at the same as in 
1946. 

Major extravagances in managerial personnel also exist 
in the construction industry. There are many economic ad- 
ministrative districts where small construction organiza- 
tions continue to exist. In Tambov, in addition to 11 con- 
struction organizations subordinate to the economic coun- 
cil and to the Construction Ministry of the RSFSR, various 
bureaus have building organizations that do negligible vol- 
umes of work. 

The structure and staffs of the administrative apparatus 
of construction organizations are governed by eight differ- 
ent standard personnel lists set up in 1946-1955 for various 
ministries. These ministries have been abolished, but the 
problem of the tables of organization inherited from them 
has not yet been solved. 
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Combination of construction organizations and the trans- 
fer of construction organizations from ministries and 
bureaus not concerned with construction, and from control 
by local governments, to the regional economic councils and 
the construction ministries, as well as a re-examination 
and coordination of the standard tables of organization, are 
the major directions through which it is possible to attain a 
reduction of the number of the administrative personnel and 
of administrative and managerial expenditures in construc- 
tion. 

Nor have all possibilities for reduction of staff and of ex- 
penses in the managerial agencies of locally-controlled in- 
dustry been exhausted. In many oblasts of the RSFSR, the 
management of industry under local government is per- 
formed through bureaus for the respective industries, which 
frequently manage only a handful of tiny enterprises. Thus, 
in Astrakhan Oblast the following bureaus exist to manage 
55 small enterprises: the local industry bureau, the fuel 
industry bureau, the construction materials industry bureau, 
and the foodstuffs industry bureau. In our opinion, these 
oblasts and krays having an insignificant volume of locally- 
subordinated industry should combine these departments 


for the various industries into single local-industry bureaus. 


The 21st Congress of the Communist Party of the Soviet 
Union emphasized that the carrying out of measures to 
simplify the structure of the managerial system in the na- 
tional capital and the various localities would make it pos- 
sible to render this system more flexible, skilled and eco- 
nomical. Economy of funds resulting from improvement of 
management, elimination of unnecessary stages, combina- 
tion of departments, subdepartments, and conversion of 
enterprises to systems of management bypassing depart- 
mental structure will facilitate the fulfillment of the prob- 
lems posed by the Communist Party for the further up- 
surge of the socialist economy and improvement of the liv- 
ing standard of the Soviet people. 


F. Savenkov: 


Some Problems Relating to Reduction 
of Expenses Connected with the Agri- 
cultural Purchase Program 


At the December, 1958, Plenum of the CC of the CPSU 
attention was drawn to the need to improve the system of 
agricultural purchases. An important role in carrying out 
this objective should be played by a reduction in the ex- 
penses of the purchasing organizations in their purchases 
of agricultural produce and raw materials. Large funds 
are absorbed in the processing of agriculture products and 
industrial enterprises, and the costs of turnover by pur- 
chasing organizations are still high. The general expendi- 
tures connected with purchasing attain 30 and more percent 
of the cost of certain products and raw materials. For ex- 
ample, in 1958, the expenditures in the Bashkir ASSR re- 
lated to procurement and purchasing of eggs came to ap- 
proximately 31% of their value and in a number of rayon 

-consumers’ cooperatives of Smolensk Oblast this figure 

was 28%. The expenses of procurement organizations are 
large because their tables of organization are inflated. 
Often, the maintenance of these organizations costs the gov- 
ernment almost as much as the produce that they procure. 
Thus, the Voronezh Oblast bureau of agriculture has three 
inter-rayon offices for the procurement of silk cocoons. 
Their staffs total 23 persons with an annual wage bill of 


175,000 rubles. Last year, these offices procured 16 tons i 
of cocoons to a total value of 422,000 rubles. 

Despite the measures taken in the last few years to re- | 
duce the procurement staffs and to bring some order into — 
the activities of procurement organizations, these short-" 
comings have as yet not been outlived and the examples | 
cited above are not exceptions. 

On a nationwide scale, expenses related to procurement), 
receipt and storage of agricultural produce and raw mate=) 
rials come to more than 5 billion rubles per year. Theres 
fore, the methods of procurement must be improved. This) 
will make possible a further reduction in the procurement | 
staffs and a significant financial economy. The most im=- ~ 
portant matters at issue are the successful fulfillment and | 
overfulfillment of the annual plans for the purchase of all 
types of agricultural produce, the establishment of direct © 
ties between the producers (the state farms and collective » 
farms) and the consumers (the processing and trading or= » 
ganizations), and the organization of state-farm, collec- 
tive-farm and intercollective-farm enterprises to process | 
agricultural produce and raw materials. 

About a million people are currently engaged in 
ment, purchasing, receiving and warehousing. Howe 
considerable number of these could without any questi 
transferred directly to agricultural production. In each} ~ 
rural district there are no less than five organizations efi 
gaged in the procurement and purchasing of agricultural 
products and raw materials, with a total staff of 160 per- 
sons, and there are more than 8 purchasing agents on the 
average for each collective and state farm in the country. 
In addition to the enterprises in the meat processing indus- 
try within the systems belonging to the regional economic _ 
councils and governments, meat purchase is often carried © 
on parallel to these by consumer and industrial coopera- ~ 
tives, Departments of Workers’ Supply, restaurant organ=— 
izations, markets, etc. 

What has to be done in order to reduce the staffs engaged 
in procurement, to cut costs there, to simplify the table of 
organization, and to make it more flexible ? ! 

There are two points of view in this connection. One of 
them boils down to the creation of a single procurement — 
(purchasing) organization in the rural districts subordinate 
to the consumer cooperatives, to which the functions of pr 
curement and purchasing of agricultural products and raw 
materials would be transferred. This would make it possi 
ble to abolish the numerous procurement organizations at 
thus sharply to reduce the bloated procurement system ani 
to cut costs of circulation. However, in our opinion, this 
can hardly be deemed the most efficient procedure. Coop 
eratives, were they to become monopolists in the field of 
procurement, would continue to be an intermediate trans 
mitting link between agricultural production on the one 
hand and industry and commerce on the other. 

It would seem to us that another point of view would be 
more correct: completely to eliminate the procurement 
organizations as intermediaries, and to arrange for agri 
tural products and raw materials to move directly from t 
producers (state farms, collective farms, by-product and 
other farms) to the consumers (processing enterprises 0 
merchandizing organizations). 

Experience shows that the tremendous majority of the 
various procurement organizations (agents, representati 
inspectors, bookkeepers and other personnel) are engage 
actually in servicing private individuals who constitute — 
sources of such raw products: collective farmers, work 
ers and office workers engaging in agriculture on the sid 
The receipt of raw materials and produce purchased fro! 
the state farms, the collective farms and the industry- 
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ed farms occupies only a small number of people at the 

"rprises and the market centers, with no Special pro- 

ement apparatus required. 

S we know, a joint resolution of the party and the govern- 

it, dated January 1, 1958, has eliminated compulsory de- 

ries to the State of all agricultural products by the indi- 

ial collective farms, the members of industrial and 

ery cooperatives, invalids’ cooperatives and workers 
office workers engaged in farming on the side. In order 

ssist collective farms in the sale of their surplus farm 

duce and raw materials, it has been recommended that 

collective farms accept this produce and deliver it to 

eiving stations. This makes it even more necessary that 

»S be taken to reduce the bulky and expensive procure- 

it apparatus. 

xperience shows that the new system of procurement 
completely justified itself. Thus, as far back as 1957, 

Voronezh Oblast Committee of the Communist Party and 

Oblast government took the initiative to arrange con- 

ts between dairies and collective farms for the organ- 
receipt of milk from the collective farmers, and from 

kers and office workers engaged in farming on the side, 
for delivery of this milk to the plants. Asa result, 

k purchases increased by nearly 10% in only 20 rayons, 

number of purchasing agents was cut by 70% and this 

ulted in a reduction of total procurement costs by half. 

purchase of milk from collective farmers by their col- 

ive farms in the Zhitomir, Odessa, and Khmelnitsky 

ast, in Krasnodar Kray and the Moldavian and Georgian 

ublics proved equally efficient. 

owever, there are many rayons in which the organiza- 

| of milk purchasing without procurement personnel as 

rmediaries is being delayed. Yet we know that when 

k is purchased through collecting agents its cost in- 

ases. For example, the Plastun Dairy (Krasnodar Kray) 

1 about 2 rubles for each liter of milk purchased by 

nts. Therefore it is not surprising that the dairy had to 
3 rubles 14 kopecks per liter of milk. In Golaya Pris- 

rayon (Kherson Oblast), the cost of milk procured by 

nts is almost double that envisaged in the plan. 

nother important measure is the sale of milk-separating 

srprises which engage in the purchase and preliminary 

cessing of milk to the collective and state farms. This 

ld make for establishment of direct relationships be- 

en agricultural production and the enterprises in the 

er and cheese industry and would eliminate the exist- 

e of intermediary purchasing organizations. Moreover, 

butter and cheese industries, which would be freed from 

rying out functions of procurement and primary process- 

of milk, would find themselves in a position to expand 

r capacities and greatly increase their output by the 

of the funds thus saved. The economic councils of the 

davian and the Azerbaidzhan Republics have already 

nn this step. 

fork on the cream separator can be combined with work 

ther fields of production in the collective and state 

ns. We know, that as a general rule, the separator sta- 

s of dairies are currently not kept fully busy. Thus, the 

ik separator station of the Belgorod dairy was in opera- 
the following periods of time during the working day 

year: in March from 20 to 70 minutes per day, in June 

September from 60 to 90 minutes per day... The maxi- 

n work load on the Strelets separator station on this 

tt was four hours in June and two hours in November per 

_ The transfer of the separator and milk-receiving sta- 

s to the collective farms in Lithuania have resulted, for 

mple, in a more efficient utilization of milk by-products 

collective farm livestock, has increased the sense of 
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responsibility of farm managers and milkmaids and zoo- 
technicians as well as of collective farm chairmen for the 
produce delivered to them, and has improved the supply of 
fuel and ice to separator stations. All this has resulted in 
a Sharp improvement in the quality and a reduction in the 
cost of milk production. 

In some rayons, where the purchasing of milk from in- 
dividual sellers has been properly organized, the transi- 
tion is under way to purchasing of other farm produce 
through the collective farms without procurement agencies 
as intermediaries. Thus, in the Terengul rayon of Ulyanovsk 
Oblast, the collective farms are purchasing surplus cattle 
from collective farmers, workers and office workers in 
the name of the government. They then transfer them to 
meat packing plants. With the money received from the 
meat packing plants, the collective farms settle with the 
original suppliers. This cuts procurement costs by more 
than 20%. 

It should be noted that the size of the staffs engaged, in 
the economic councils as well as the republic and local 
organizations, in the purchasing and the procurement of 
agricultural products and raw materials for enterprises in 
the food and light industries is still quite large — more 
than 300,000 persons. Yet only a third of this personnel is 
at the enterprises or the receiving stations, and two-thirds 
in purchasing offices, at bases, and in departments in the 
villages. Vast sums go to maintain them, and this in- 
creases the cost of agricultural products. 

In our opinion, it would be desirable that purchases, 
procurement and the receipt of agricultural products be 
performed directly by the enterprises in the food industry, 
without intermediaries, and that the unnecessary purchas- 
ing organization be abolished. Under this situation, the 
sole purchaser of agricultural raw materials would be the 
consumer co-ops, andeven there only in those rayons 
where there are no food industry enterprises. The proce- 
dure for purchasing raw materials for the textile industry 
should be approximately the same. 

An important means for reduction of costs of circulation, 
and for cheapening agricultural products and reinforcing 
the economies of the collective farms is the building of col- 
lective farm, inter-collective farm, and inter-rayon enter- 
prises for the processing of agricultural products and raw 
materials. A number of the collective farms of the Molda- 
vian SSR have separator stations, oil presses, structures 
for the drying of fruits, mills, etc. These collective farms 
conclude contracts with enterprises in the food and milk 
and meat industries for sale of semi-processed produce 
and raw produce to them, and do without procurement or- 
ganizations as intermediaries. Other republics have the 
same opportunities available to them. In the Luch Vostok 
collective farm of Iliy rayon of the Kazakh SSR, a cannery 
has been in existence for more than four years, during 
which time it has processed over 3,000 tons of vegetables. 
There are some collective farms in the Ukraine that also 
have their own plants. 

A change in the system of procurement of the products 
raised in cotton farms is also of much significance. This 
change would envisage transferring to collective and state © 
farms the work of cleaning and drying cotton and would 
create the necessary equipment and installations for this 
purpose in the next three to four years. 

In the course of time, the collective and state farms will 
engage ever more fully in the primary processing of flax, 
hemp, bast fiber crops, fruits and vegetables. 

A fundamental reorganization of the system of procure- 
ment and primary processing of silk cocoons is necessary. 
Currently this is done over a period of two or three 
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months, whereas the expenditures upon maintenance of the 
rayon silk industry bureaus and cocoon drying installations 
continue over the entire year. In our opinion, the primary 
processing of cocoons should be turned over to the collec- 
tive farms, the object being for them to sell them directly 
to industries in the dry form. 

Thus, today, all the conditions exist for abolishing the 
shortcomings involved in the procurement of agricultural 
produce, and to increase their quality and reduce costs. 


E. Koretskaya: 


The Development of Cost Accounting 
in the Collective Farms 


The 21st Congress of the Communist Party of the Soviet 
Union has posed an historic objective before the working 
people of our country: to make, in the coming seven years, 
a major step in the direction of the solution of the basic 
economic task of the USSR and in the upbuilding of a com- 
munist society. An important role in the solution of these 
objectives is to be played by the collective farms. In the 
course of finding additional reserve capacities for the ex- 
pansion of collective farm production, increasing labor pro- 
ductivity and reducing the cost of agricultural produce, and 


also in increasing the profitability of collective farm produc- 


tion, the collective farms are paying much attention to the 
development and organization of cost accounting. 

Cost accounting is a form of the planned management of 
the business of socialist enterprises. Its functions involve 
financial comparisons of the costs and results of business 
activity, reimbursement of the outlays of individual enter- 
prises from their own incomes, guaranteeing the profita- 
bility of production, and provision of material incentive and 
responsibility on the part of the enterprise and its person- 
nel. Cost accounting is a socialist form of organization of 
material incentive to the working people for the fulfillment 
and overfulfillment of government plans, and for achieve- 
ment of profitability of the operation. 

The further progress of collective farm production re- 
quires the development of correct, scientifically valid, 
practical methods of accounting for the value of agricultur- 
al produce, and of planning and organization of circulating 
capital belonging to the collective farms, and reinforcement 
of the principle of cost accounting. Many collective farms 
have already proceeded to introduced brigade-wise cost 
accounting, included among them a number of collective 
farms of the Moscow, Yaroslavl, and Kostroma Oblasts, 
Stavropol Kray, etc. 

The need to convert brigades and livestock subsidiaries 


of collective farms to cost accounting is prompted by a num- 


ber of factors. The scale of the collective farms and, cor- 
respondingly, of the brigades, has sharply increased in re- 
cent years. Currently, some brigades are equivalent to 
former entire collective farms in terms of the amount of 


land assigned to them, and the equipment which they operate. 


The increase in the volume of production and the terri- 
tory over which collective farms conduct their operations, 
and the similar increase with respect to the brigades with- 
in the collective farms requires that the production units of 
the collective farms, brigades and livestock enterprises be 
given more independence in day-to-day operations with 
respect to solution of business problems. This, in turn, 
gives rise to the need for strengthening the material incen- 
tive in the results of the work of the brigade leader and of 


all the collective farmers, primarily by converting the © 
brigade to cost accounting. The new procedure for the 
planning of collective farm production, the introduction of f 
a new, Single scale of purchase prices, and the reorganizay 
tion of the Machine and Tractor Stations have played a mas 
jor role in the development of intra-collective farm cost at: 
counting. The new planning procedure makes possible a 
more independent solution of problems of the planning of = 
production and the geographic distribution of agricultural 
crops not only over the collective farm as a whole, but alse 
within each individual brigade. 

The transition to a unified, single system of purchase 
prices has facilitated accounting of produce and the costs 
of its production. The establishment of the new purchase 
prices makes it possible for each brigade, given correct © 
organization of its labor force, to assure the profitability 
of production and consequently the gaining of a net income} 
a definite portion of which may then be distributed among 
the members of the brigade as an additional incentive. 

The reorganization of the Machine and Tractor Stations } 
and the introduction of the system of direct sale of gquip- - 
ment to the collective farms themselves means that@he ~ 
success of the farming operations .in the collective f ms | 
today depends entirely upon these farms themselves, tite — 
initiative and activity of the brigade leader and of the e 
tire team. When brigades and livestock units are place 
on a cost accounting system, it becomes possible to in- 
crease the responsibility borne by all brigade leaders and 
the individual collective farmers for the fulfillment and i 
overfulfillment of quantitative and qualitative indices in the 
plan for the production of agricultural produce by the col- 
lective farm, and for a more rational and economic utiliza 
tion of the means of production (land, machinery, agricul- 
tural tools, fuel, electric power, seed, fertilizer, feed, 
etc.) and of labor (an economical utilization of the labor 
day). Cost accounting also facilitates realization of all-— 
round mechanization of all production processes in collec- 
tive farms, and an increase in the initiative of all the co! 
lective farmers in seeking new possibilities for increasing 
collective farm production and improving its profitabilit i 
It also permits determination of the profit resulting from 
the work of each team and livestock unit, as well as of eae 
branch of production in the collective farm. The introduce 
tion of cost accounting into the brigade and the livestock 
unit will eliminate equalitarianism in payment for the labo 
of the collective farmers and will strengthen the socialist 
principle of distribution in accordance with labor con- 
tributed. 

At the present time, the system of cost accounting on 4a 
brigade basis varies greatly from one collective farm — 
to the next. This is explained, primarily, by the fact that 
cost accounting within the individual collective farms is 
only in its earliest stages. 

The first stage of development of cost accounting withi 
the brigade is characterized by permanent assignment of 
production to each field brigade, and by establishment of 
specific limits for all outlays of abstract and concrete labe 
(wear of agricultural machinery, tools and other equipmer 
expenditure of fuel, fertilizers, seeds, etc., workday out 
lays). The brigade leaders are granted a greater amoun 
of independence for their economic operations. Along wi 
other forms of material stimulus to the collective farms 
the development of the collective portion of their activitie 
an additional payment is instituted for saving of fuel, for 
creasing the service life of agricultural machinery, for | 
nomic outlays of workdays, etc. 

A shortcoming of this form of cost accounting is the fe 
that the cost and profitability of agricultural produce is: 
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ulated on a brigade-wise basis. Moreover, with this 

a of cost accounting, an excessive number of indices are 
to calculate material stimuli to the collective farmers 
he development of the farm’s collective undertakings. 
Ppical of the second stage in the development of cost ac- 
ting on a brigade scale is a tendency onthe part of the 
ective farms to introduce general indices instead of a 

‘e number of indices of material stimuli to the collective 
ers for progress in collective-farm production. For 
mple, in many collective farms of Kostroma Oblast, the 
liting of workday units to collective farmers is per- 
ned on the basis of the work done, while the payment 

the workday unit is made in accordance with the level 
bor productivity actually attained brigade-wise. A bri- 
recording a higher labor productivity than that of the 
ctive farm as a whole is paid relatively more for each 
day unit it contributes. Should the planned produc- 

y of labor not be reached, the payment per workday 

is diminished accordingly. The productivity of labor 
brigade and per collective farm as a whole is deter- 

d on the basis of a system of equating labor output 
ypes of production to the labor outlay for the production 
e centner of grain. The gross production per brigade 
per collective farm as a whole, calculated in this man- 
is divided by the number of workday units expended. 
brigade has its own coefficient for equating all types 
roducts to grain, and in arriving at this coefficient due 
sideration is given to the fact that the different brigades 

have different conditions of soil and climate and that 
degree of mechanization of agricultural work may vary, 
consequently the outlays of labor may also differ. In 
tion to this differentiation of payment of labor ona 

rade scale, an additional payment is made for economy 
1el and for prolonging the service life of the major 

ns of production. 

| the collective farms of Yaroslavl Oblast (for example 
1e “Rossiya” collective farm), intra-collective farm 

- accounting is carried out in essentially the form that 
vave described, with certain differences. Here, too, 
tional payment is made for overfulfillment of the plan 
2rms of gross output of each type of produce, but in addi- 
, there is a general index for supplementary pay for 

ng money and material means entering into the costs of 
juction of the brigade. If savings are accomplisned in 
utilization of purchased means of production, there isa 
“esponding increase in the cash payment for the work- 
unit, and for savings in the utilization of means of pro- 
ion produced in the farm itself, an increase in payment 
ade in kind, in the form of workday units. 

iortcomings in cost accounting at this stage of develop- 
t include the fact that material stimulus to the collec- 
farmers in advancing collective farm production is 

1d on an excessive number of indices and also the fact 
the complexity of the calculations which make it diffi- 
for the collective farmers to understand the system. 

2r this form of cost accounting, no calculation of the 

of collective farm production by brigades and deter- 
ation of the profitability of operation is performed. 

1e third and most developed stage in the development 
rigade-scale cost accounting to stimulate an increase in 
r productivity and reduction in the costs of production 
yllective farm produce is cost accounting based on cal- 
ting the cost of the produce produced in the brigade, 

on giving due consideration to this index in paying for 
abor contributed by the collective farmers. Supple- 
tary payment to members of the brigade for reduction 
e cost of the brigade’s produce is calculated annually, in 
rdance with economies in costs of production. To 
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determine the economy recorded by the brigade, the result- 
ant produce is measured in terms both of the planned and 
the actual cost per unit of output. The difference between 
the planned and actual cost of production indicates the 
amount of saving or waste. 

However, this form of brigade-scale cost accounting does 
not stimulate the members of the brigade to achieve an in- 
crease in the quality of the agricultural produce they pro- 
duce. It does not provide measures to combat wastage, or 
the presentation of produce not ready for the market, nor is 
there stimulus for so important a factor in improving the 
profitability of collective farm production as price (the fact 
that the prices for early vegetables have been set by the 
government at a higher level than those for late vegetables). 
Finally, under this system of brigade-scale cost accounting, 
it is difficult to attain an idea of the level of profitability of 
operation of the various brigades and branches of industry. 

This type of brigade-scale cost accounting is un use, for 
example, at the Vladimir Ilyich Collective Farm in Moscow 
Oblast. The collective farmers are credited with work- 
day units in accordance with their fulfillment of quotas 
(based on the jobs done in crop raising, and based on yield 
in livestock farming), whereas bonus payments are based 
on fulfillment of the plan for cost of production. Simultane- 
ously, a bonus payment is made for early vegetables, for 
milk production during the winter, and for the production of 
feed crops. Products not ready for use are not included in 
the gross production credited to the brigade. However, 
this type of brigade-scale cost accounting involves complex 
calculations. 

The shortcomings of this last form of cost accounting are 
eliminated when a more complete form of brigade-scale 
cost accounting is used. The collective farmers’ interest 
in increasing the productivity of labor and cutting the cost 
of production under this form of cost accounting is based, 
first, on crediting workday units to the collective farm- 
ers for performance of jobs in accordance with quotas, and 
to the brigade leaders for gross output. Secondly, the 
workday unit is credited differently for the different bri- 
gades in accordance with the fulfillment of the plan for net 
income. All these indices in the cost accounting plan are 
real and not conventional. 

It should be noted that the basic principles of this form of 
brigade-scale cost accounting may also be applicable, after 
conversion to a more advanced form of payment for the la- 
bor of collective farmers, that is, upon introduction of 
monetary payment for labor in the collective farms. Let us 
examine this form of brigade-scale cost accounting in terms 
of the activity of the Lenin Collective Farm of Lenin rayon 
of Moscow Oblast, in which the payment to the collective 
farmers is based on the workday unit. 

The Lenin Collective Farm of Lenin rayon in Moscow 
Oblast is a large, highly profitable enterprise engaging in 
many fields of agriculture. In 1958 its income was 8 mil- 
lion rubles. The collective farm has 1,940 hectares of land, 
including 929.6 hectares of cropland. It embraces 950 fam- 
ilies and 1,238 members of the collective farm, of whom 
1,122 are able-bodied. The collective farm includes three 
field brigades, one orchard brigade, and one brigade serv- 
icing hot frames and greenhouses. In addition, the collec- ; 
tive farm has two cattle, three pig and one chicken-raising 
units. The collective farm possesses fourteen tractors, 
three harvester combines, fifteen trucks, 126 horses, 484 
cattle (including 275 cows), 749 pigs and over 3,000 chick- 
ens. 

In 1957, all the brigades and livestock units of the Lenin 
Collective Farm were placed on a cost accounting basis. 
Each brigade was given a plan for output, a cost-of-  — 
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production plan, and a plan for the value of the output the 
brigade is to yield. The production plan of the brigade in- 
cludes the planned yield of produce, the sown acreage, and 
the yield per acre. The production plan forms the basis 
for the compilation of a plan for cost of production and the 
plan for the value of the produce to be yielded. 

The labor-day unit outlays are determined on the basis of 
standards of production for each type of worker, approval 
by a general meeting of the collective farm, and are dis- 
tributed in accordance with the various crops. Then, the 
total expenditures of labor-day units per brigade are estab- 
lished, and are estimated in accordance with the value of a 
labor-day unit as planned by the collective farm. For 1959, 
the cost of a labor-day unit in this collective farm was 
planned at 26 rubles, including 10 rubles in cash and 16 
rubles in produce. The produce issued to the collective 
farmers in accordance with workday units is estimated 
in accordance with government retail prices, the idea 
being that the collective farmer may choose to accept 
money instead of produce. 

The produce produced and consumed in the collective 
farm itself, seed for example, is evaluated on the basis of 
the actual average cost throughout the collective farm dur- 
ing the preceding year, whereas forage and fertilizer is 
estimated on the basis of the planned average cost of pro- 
duction thereof in the collective farm. Purchased seed and 
fertilizer and purchased forage are calculated on the planned 
cost of procurement. Expenditures having to do with the 
operation of the tractor fleet and the trucks, as well as ex- 
penditures for repairs, are calculated on the basis of the 
planned monetary expenditures for fuel, spare parts, etc., 
whereas wear of inventory is determined from the actual 
wear of the inventory in the possession of the brigade dur- 
ing the preceding year, and amortization of the fixed capital 
in the possession of the brigade is calculated on the rates 
of amortization applied in state farms. The resultant total 
of production expenditures represents the costs of produc- 
tion of the brigade and is not included in the expenditures on 
a collective farm-wide scale. 

The plan for value of output for each brigade and farm 
has the purpose of determining, in the first place, the prof- 
itability of the operation of the brigade and the farm as a 
whole, and of each type of produce separately and, in the 
second place, realization of payment in accordance with la- 
bor depending upon the fulfillment of the net profit plan for 
each brigade and livestock unit, i.e., on the basis of the 
most generalized index. 

The monetary estimation of each type of produce is made 
in accordance with various forms of distribution by the col- 
lective farm. Produce designed to be used in the seed 
reserves is evaluated on the basis of the average planned 
cost. Produce that is sold and produce designed for issu- 
ance to collective farmers in accordance with their labor- 
day totals is estimated on the basis of government purchase 
prices. In order to provide a material incentive to the col- 
lective farmers to produce quality farm produce and to re- 
duce the percentage of waste produce, the price for produce 
in unsatisfactory condition is only a third or even less than 
the purchase price. At this price, the collective farm can 
acquire such produce and use it to feed cattle or for sale to 
another collective farm as feed. The monetary income and 
the costs of production of the brigade are used to deter- 
mine the planned result of the brigade’s operation: the prof- 
it or loss recorded. For example, the planned profit of 
field brigade No. 1 of the Lenin Collective Farm is calcu- 
lated as 531,131 rubles for 1959. 

In order to interest the brigade not only in the fulfillment 
of the plan for profitability of its output, but in overfulfilling 


‘leaders engaged in field operations, and to livestoc 


this plan by increasing the productivity of labor and redu 
ing the costs of production, the crediting of labor-day unitgi 
to the collective farmers in the field brigades of the Lenin) 
farm is based on the standards for work performed ap- i 
proved by the collective farm as a whole, and for actual pry 
duction in the case of collective farmers engaged in the liy 
stock units. To increase the material incentive to workers 
in-the field brigades for enlarging the gross production oa 
field crops, the crediting of labor-day units to brigade and) 
team leaders for leadership of the work of the brigade is © 
based on the quantity of produce produced. For example,” 
in 1959, the following standards for crediting labor-day 
units per ton of produce were set up for certain crops with} 
respect to the payments to be made to brigade and team 
leaders of field brigades solely for their managerial activ f 
ties. These standards can serve merely as examples, as 
far as other brigades are concerned, and should be ren- i 
dered more precise in accordance with the natural and eco; 
nomic conditions existing there, and with the level of 
mechanization of farm production. , 
The crediting of labor-day units to brigade and team 
anit — 
ther 


chiefs for purposes of making annual cash advances 
is calculated at 80% of the total of labor-day units theys 
planned to record. For example, if the brigade leader Gf 
field brigade No. 1 of the Lenin Collective Farm fulfills tie 
plan of production for his brigade in 1959 for gross output 
he will be credited with 637 labor-day units, or 53 labor= 
day units per month. In actuality, the brigade leader is — 
credited 41 labor-day units per month. The remainder of 
the labor-day units are accredited and paid for at the end 
of the year in accordance with the actual gross production 
by his brigade. Rank-and-file collective farmers of the 
brigade and farm are credited in full for their monthly 
monetary advances, this being based on the standard of ow 
put quotas. ; 


Labor-day crediting quotas 


To brigade 


Crops leaders 


Late potatoes 

Early potatoes 

Late vegetables 

Early vegetables 

Late cucumbers 
Early cucumbers 
Tomatoes 

Onions 

Other vegetables 
Feed beets 

Grains 

Silage corn 

Corn to be fed green 
Grain, clover, silage 
Clover, silage, straw, 
etc. 
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The final value of the labor-day unit in the various br 
gades and livestock enterprises will vary in accordance 
with the fulfillment or overfulfillment of the cost accoun 
plan. It will be directly dependent upon an increase in th 
productivity of labor and reduction in the cost of pro 
in each brigade and livestock unit. In order that the _ 
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uation of the labor-day unit per brigade and livestock 
rprise be not influenced by factors not related to in- 

»s of the quality of the work done by the brigade (for 
ple, price changes during the year), the produce of the 
ade is calculated, when totals of fulfillment of the cost 
unting plan is determined, in terms of the prices in 

h it was planned when the cash income of the brigade 
set up. However, to determine the real profitability of 
operation of each brigade and livestock unit, the produce 
to be evaluated in terms of the prices at which it is 
ally sold. 

he cost of a labor-day unit for all members of the bri- 
or the livestock unit, including team leaders, brigade 
ers and livestock unit chiefs, is ultimately determined 
e end of the year on the basis of the fulfillment of the 
income planned for the brigade and the farm, or in oth- 
ords in terms of its profit. If the brigade or farm ac- 
ed a profit equal to that which was planned for it, then 
labor-day unit is also paid for on the basis of the 
edestimate. Ifthe brigade’s plan for profit is overful- 

2d or if it is underfulfilled, the payment per labor-day 
is correspondingly raised or lowered. 

his procedure for distributing a portion of the net in- 

e of the collective farm places all the brigades and live- 
k units on an equal footing, as an increase in payment 
the labor-day unit resulting from overfulfillment of the 

t accounting plan, takes the form of supplementary dis- 
ution of a portion of the net income of the entire collec- 
» farm, and not of that of the particular brigade or live- 
>k unit. 

‘he fund out of which supplementary payments are made 
overfulfillment of the cost accounting plan in each col- 
ive farm should have definite limits agreed upon in ad- 
ce by the collective farm. Moreover, the distribution of 
net income should be carried out so as not to cause dam- 
to realization of the plan of expansion of collective- 

m production and the establishment of other public funds 
he collective farm. 

‘© improve the realism of cost accounting, a simple, but 
urate and correct organization of calculation and moni- 
ng of the real expenditures of labor, money and material 
ds in the collective farm is needed. 

ost accounting introduces certain changes into the or- 
ization of primary bookkeeping. Thus, in the Lenin Col- 
ive Farm, in the orders for accounting of labor-day units 
1in each brigade, the team or brigade leader must indi- 
> not only the type of work and the number of labor-day 
s credited to each collective farmer for its fulfillment, 
the crop for which these labor-day units were credited. 
ry ten days, these orders are given to the collective 

n bookkeeping office. Each month, the bookkeeping of- 
calculates the number of labor-day units expended upon 
a crop, brigade by brigade. In the future, the primary 
yunting in the collective farm will be so organized that 
brigade leader will transmit to the bookkeeping office 

; in which the results of the labor-day outlays by types 
ork and by crops will already have been totaled. 

he bookkeeping office maintains a labor ledger for each 
jucing unit. The outlays of labor-day units per brigade 
calculated simultaneously for each culture, for each 

. of work and for the periods required to carry them out. 
us present here the form used for potatoes (see follow- 
table). 

he expenditures of labor by power equipment operators 
he collective farm are entered into the tractor fleet, all 
1 outlays being subdivided by brigades, and by crops 

in each brigade. For each crop, the outlays are reck— 
3 terms of the type of work and month, on the basis of 


a 
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lists turned in by the tractor accountant. These lists indi- 
cate the outlays of labor to be credited to each crop and 
each brigade. Accounting of labor outlay in the repair ga- 
rage is carried out in the same fashion. The monetary out- 
lays for operation of the tractor fleet and the trucks are dis- 
tributed among the brigades in accordance with the outlays 
of labor-day units by the machinery operators of the collec- 
tive farms and the automotive transport personnel, while 
within the brigades they are distributed crop-wise in ac- 
cordance with these outlays. Wear of tools and amortiza- 
tion within the brigade are determined on the basis of 
standards established for state farms, and are calculated 
for the tools and machinery assigned permanently to this 
brigade. 


Brigade: number. acy<*« snc te sebastien nee 
Labor-day units to be expended according to plan ....... 
Actual outlay of labor-day units 


peccoee 


Labor-days Total 
per labor 
month days 


PeriodI, prior to planting: 
Preparation of organic fertil- 
izers 
Haulage of organic fertilizers 
Yarovization 
Etc. 


Total labor-day units expended 
during first period 


Period II, planting: 
Potato haulage 
Replowing of fallow 
Cutting hills 

Etc. 


Total labor-day outlay during 
second period 


Period II, cultivation: 
Harrowing 
Irrigation 
Weeding 
Watchman services 
Additional fertilizing 


Total labor-day outlays in 
third period 


Period IV, harvest: 
Harvesting 
Crating 
Loading onto trucks 
Harrowing after harvest 
Grading of potatoes 
Plowing for fallow 


Total outlay of labor-day units 
in fourth period 


Total outlay of labor-day units 
for potatoes é 
NN 


One of the important questions in carrying out cost 
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accounting within the collective farm is the organization of 
bookkeeping for produce transmitted from one brigade to 


another (for example, seed material raised in the hot frames 


and made over to the field brigades, or feed made over to 
the livestock units of the collective farm). In the Lenin Col- 
lective Farm, such produce is evaluated in accordance with 
the average planned cost for the given year. This stimu- 
lates production of the- given type of output at the lowest 
real expenditure, and this makes it possible for the brigade 
and the farm to gain a supplementary profit in excess of 
plan. 

Conversion of brigades and livestock units to cost ac- 
counting does not mean that each brigade and each livestock 
unit is itself to solve all questions pertaining to production, 
without an organic tie to the other brigades and livestock 
units. The collective farms are large-scale enterprises all 
of whose branches must be intimately related with each 
other. Such problems of production as the planning of agri- 
cultural production within the brigade, the geographic dis- 
tribution of crops, the planning of labor outpays per unit of 
output in the brigade, the planning of expenditures of mate- 
rials and funds per brigade and per crop, the carrying out 
of the planting and the harvest, etc., should be solved on a 
collective-farm wide scale, and not by the individual bri- 
gade. Only if this is the case can such questions be solved 
correctly without damage to the common interests of the 
collective farm and the interests of the individual brigade 
and livestock unit. 

However, in some collective farms, when the brigades 
and livestock units are converted to a cost accounting ba- 
sis, the following tendencies are observed. The solution of 
all questions of production, and the full responsibility for 
the results of the productive activity of the collective farm 
are transferred to the brigade and the livestock units. 
Therefore, guidance and monitoring by the chairman of the 
collective farm and his assistants, with respect to the pro- 
ductive activity of the brigades and farms converted to cost 
accounting, is aS necessary as in those collective farms 
where brigade-wise cost accounting does not exist. Lack- 
ing day-to-day guidance, individual sectors of production 
(brigades and livestock units) would be converted into virtu- 
ally independent small collective farms. This would signi- 
fy a step backward in the development of socialist collec- 
tive-farm production. In this connection, cost accounting 
in the collective farms, must, as a matter of course, pre- 
suppose a corresponding form of organization of the indi- 
vidual incentive to the management of the collective farm 
in the development of highly profitable diversified opera- 
tions. 

In our opinion, the payment of collective farm manage- 
ment in accordance with gross production provides inade- 
quate stimulus for the development of large-scale, high- 
profit collective-farm production. Therefore, the payment 
of collective-farm management on the basis of gross out- 
put should be supplemented by payment of workday units 
calculated either in accordance with the monetary net in- 
come or in accordance with the profit of the collective farm 
as a whole. In order for the collective-farm management 
to have a material incentive for a correct and most rational 
planning of collective-farm production, allocation of crops, 
planning of costs of production brigade by brigade, and in 
the creation of all the necessary conditions for expansion 
of collective-farm production, increase in output of agri- 
cultural produce per hundred hectares of arable land be- 
longing to the collective farm increase in the labor produc- 
tivity of the collective farmers and reduction in the cost of 
collective farm production, it would in our opinion be most 
desirable to compare the actual net monetary income of the 
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collective farm to its planned income, and to the net cash 
income actually derived by this farm in the preceding yea 
In accordance with the increase (or decrease) of the profi 
to the collective farm in the current year relative to its 
actual profit in the preceding year, the evaluation of the a 
workday unit of the collective farm management should 
raised or lowered accordingly. { 
The net income of the collective farm is the difference be- 
tween the value of the gross output andallthe expenditures © 
going into its production. The great bulk of the gross outputis § 
sold by the collective farm. The receipts from sale of produces 
constitute the monetary receipts of the collective farm. To 
simplify the calculations, we are arbitrarily taking the net | 
income to be the difference between the total monetary ins > 
come of the collective farm and the monetary costs of pros} 
duction, i.e., the monetary net income of the collective 4 
farm. The monetary income of the collective farm is cal=> 
culated by arriving at a total of monetary income due to —~ 
field crop cultivation, vegetable growing, melon raising, 
meadow harvesting, orchards, berry plantings, vineyards 
and other plantings, livestock product not involving glaughte 
of livestock, produce of livestock slaughter (minus #§ ra 
paid into the indivisible funds of the collective farm), Wale | 
of livestock (minus sums paid into the indivisible fund)jin= 
come from subsidiary enterprises and other cash incom®, 
To determine the net income, the gross monetary incomey 
of the collective farm is reduced by all the monetary costs 
of production, i.e., sums expended for payment for repair™ 
services by the Repair and Equipment Stations, payment ~ 
for planting by aviation, aerial fertilization, crop dusting, ~ 
expenditures upon the purchase of fuel and grease, fuels 1 
used otherwise than in engines, seeds and fodder, elec- 
tricity and water supply, mechanized cleaning of the irriga- 
tion system within the collective farm, measures to com= 
bat agricultural pests, veterinary services, purchase of © 
small tools, raw materials and the needs of the subsidiar 
enterprises, current repair of structures, agricultural ma 
chinery, transport equipment, tools andother equipment, 
payments for transport services engaged for hauling prod- 
uce, etc., aS well as the amortization of fixed capital for 
the given year. . 
The monetary income, as well as the expenditures upon 
production, is determined by the collective farm in cal- 
culating the income subject to income tax. Thus, no furth 
elaboration of these calculations is necessary. From the 
result, which constitutes the difference between the mone 
tary income of the collective farm and the productive ex- 
penditures, it is necessary to subtract the sum paid for t 
labor of all persons working in the collective farm during 
the given year. The resultant sum is the net income of th 
collective farm. Of course, the net income thus calculateé 
is not the complete income. A portion of the net income i 
not reflected in the monetary income of the collective far 
A portion of it goes into the national treasury through the 
intermediary of government purchase prices, and a portio 
of the net income of the collective farm may prove to be 
included in the payment for workday units, etc. Moreove 
accumulations in kind by the collective farm are not al- 
lowed for here. Therefore, this net income indicator can 
not always be used for comparisons of the profitability of 
the various collective farms, or of that of collective farm 
to state farms. However, it does permit, to within a cer: 
tain approximation, decision as to the question of establié 
ing a direct relationship between the payments to the coll 
tive farm management and the level of productivity of so 
labor, on the one hand, and the cost of collective-farm — 
produce, on the other, and also to the profitability of the 
given collective farm. In the two years that the Lenin — 
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ective Farm has functioned on the basis of a system of 
-collective farm cost accounting, there has been a 
eable diminution in costs of production, a reduction in 
ost of the produce, and an increase in the monetary in- 
of the collective farm and the payment for the labor- 
unit. In 1955, 348,000 labor-day units were contributed 
uis collective farm, and in 1958 the figure was 212,000, 
36,000 less. In 1955 the collective farm gained a net 
etary income of 5,680,000 rubles, whereas in 1958 it 
about 8,000,000 rubles, or about 2,320,000 rubles more. 
955 each labor-day unit was paid for at 28 rubles. 
e great significance of brigade-wise cost accounting 
in the fact that it serves to involve all members of the 
ctive farm in an active struggle for economic expendi- 
of labor-day units, fodder and fuel, for careful treat- 
t of equipment, and for increasing the productivity of 
x and the quality of collective farm produce. Therefore, 
} desirable to introduce brigade-wise cost accounting in 
she collective farms of the country, including the most 
zressive, highly profitable enterprises. In order to 
y out these measures, which play a major role in the 
her development of collective-farm production, there is 
eed to calculate comparable costs based on identical 
ent for the labor done on an identical job quota in the 
ctive farms of the given zone. The point is that in 
ie farms this is based on a comparison of the results of 
work to the planned data, and in others to the actual 
ords of the previous year. However, brigade-wise cost 
Junting and payment to management in terms of the net 
yme of a collective farm is readily performed in those 
ective farms which have already been converted toa 
‘e progressive form of payment of labor: direct mone- 
‘ payment of labor without reference to labor-day units. 
he introduction of cost accounting into all collective 
ns is of major significance for the further uplift of the 
1omies of the collective farms at the new stage in their 
slopment. This will facilitate successful solution of the 
olems posed by the 21st Congress of the CPSU before 
ialist agriculture during the seven coming years. 


Marinko, V. Rabinovich: 


proving the System of Wages and 
nus Payments in State Farms 


ross production and expenditures thereon constitute the 
--all indices of the output of state farms. However, in 
) raising, the wage scales of the workers are not in 

ct relationship to the quantity and quality of produce, 
to the final results of their labor. This inhibits the 
-of labor productivity. Let us present the pertinent 
on the state farms in Kherson Oblast in 1957: 


Pay per man- 


Labor outlay 


per centner’ day for win- 
State of grain ter grains 
farms (man-days) (rubles and kopecks) 


eppe 
ed Perekop 
skania 
ommunist In- 
ternational 


As the table shows, labor productivity in the Askania 
State Farm is considerably higher than in the Steppe Farm, 
and payment per man-day is lower. A similar situation 
exists in two other farms. 

The system of accounting of the work done by tractor 
operators provides a weak stimulus for the state farm per- 
sonnel. Until 1955 this accounting work was done by the 
agronomists, and subseqnently this responsibility was 
placed upon the department managers. Today, in practice, 
this work is done by the brigade leaders of the tractor bri- 
grades. However, the brigade leaders have no material in- 
centive for monitoring the quality of the work, because their 
pay depends upon the number of shift quotas performed by 
the tractor operators in the brigade. Under these circum- 
stances, work below the required level of quality is not 
paid for, and the brigade leader holds back 10% of the cost 
of the fuel expended upon such work. But, if the brigade 
leader rejects work, his own salary is cut. It is therefore 
desirable that the earnings of the brigade leader be deter- 
mined by the volume of work done. In this situation, the 
brigade leader would have a material interest in the carry- 
ing out of the shift quotas of output by the tractor drivers, 
strict adherence to the demands of agricultural techniques, 
and reduction of the outlay of labor and funds per unit out- 
put. 

Shortcomings in the system of payment to labor cause 
some state farms to expend excessive labor per hectare of 
crop cultivated. Moreover, an analysis of the activity of 
the state farms in Kherson Oblast shows that a false econ- 
omy in labor outlay is characteristic of certain farms. For 
example, in the Rogachik State Farm of Kherson Oblast, 
the outlay of labor in 1957 per hectare of harvest acreage 
in the field of winter grains was 23.2 man-hours, or 8.8 
man-hours less than the average for the state farms of this 
oblast. However, this state farm harvested only 11 cent- 
ners of winter grains per hectare against a state-farm aver- 
age for the oblast of 15 centners per hectare. The result 
showed the Rogachik State Farm to have saved 0.8 man- 
hours more per centner than the average for the state farms 
of the oblast. Consequently, every saving in labor outlay 
per hectare of culture cultivated cannot be deemed econom- 
ically justified. It is necessary to economize in ways that 
will not reduce the yield per acre but will increase the pro- 
ductivity of labor. 

Some state farms have converted, in their raising of 
field crops, to a system of payment to the workers in ac- 
cordance with the quantity and quality of the produce yielded 
(for example, the Shugarovo and the Teplichny State Farms 
of Moscow Oblast, the Bayaut No. 4 State Farm in Tash- 
kent Oblast, etc.). The new system of payment to labor pro- 
vides a material incentive to state farm workers to secure 
high harvests with minimum outlays of labor and funds. 
The personnel of field culture cultivating teams here have 
a material interest in the utilization of advanced agricul- 
tural techniques, the mechanization of the processes of pro- 
duction, and a proper organization of labor, where this has 
a positive effect upon the results of production. In Bayaut 
State Farm No. 4, the brigade of Comrade Bekirov raised 
30.2 centners of raw cotton per hectare on a 50 hectare 
acreage in 1958, whereas in 1957, prior to the introduction 
of the new system of payment for labor, it obtained only 
9.4 centners per hectare, and in 1956 12.5 centners per 
hectare. In 1958, the brigade lead by Comrade Memedov 
of the same branch of this state farm, working under the 
old system of payment for labor, and under identical condi- 
tions as those of Comrade Bekirov’s brigade, raised only 
9.5 centners of raw cotton per hectare. The labor outlays 
per centner of cotton in Comrade Bekirov’s brigade were 


2.45 man-days in 1958 as against 16 man-days in 1957, and 
the expenditures upon the payment of labor were respec- 
tively 66 rubles and 248 rubles. Yet the earnings of the 
members of the brigade showed a sharp increase. The bri- 
gade, applying all-round mechanization, raised the cotton 
plants by the square cluster method, and conducted all | 
measures of cultivation with high skill. The following is 
typical. In 1957 the cotton plants were watered 4 or 5 times, 
and in 1958 only twice, but the timing was better. Previous- 
ly 6 or 7 cultivations were performed, and in 1958 there 
were 5 the long way and 3 or 4 crossways. Cultivation was 
combined with side-dressing, and this made for an improved 
crop and a greater saving of labor. 

An increase of production should also be stimulated by 
the system of bonuses to workers and brigade leaders in 
kind and in money. To a considerable degree, the present 
system of bonuses does not meet this requirement, but it 
provides an inadequate stimulus for reduction in expendi- 
tures of labor and funds per unit of production. Bonuses 
are paid only for the amount of produce put out, without con- 
sideration of its cost and of economies in direct expendi- 
tures. True, machine operators are given bonuses for 
saving fuel and for maintenance of the tractors in their 
care, and pig farm personnel are given bonuses for saving 
feed. Other workers in field cultivation and livestock farm- 
ing receive no bonuses for high qualitative results. Thus, 
inthe Red Guerrilla State Farm of Kherson Oblast, the 5th 
division expended 30 rubles and 90 kopecks’ worth of feed 
per centner of milk produced, whereas the 6th division ex- 
pended 49 rubles and 90 kopecks’ worth, or in other words 


Grain yield, excluding corn (centners 
per hectare) 
Cost per centner of grain, excluding 
corn (rubles and kopecks) 
Milk per cow (kilogram) 
Cost per centner of milk (rubles and 
kopecks) 


A correct organization of wages and bonuses not only to 
workers but to the managerial personnel and the specialist 
personnel of state farms is of major significance in cre- 
ating material stimuli. 

As of January 1, 1957, a new and progressive system of 
payment for labor and of bonuses to managerial personnel 
and specialists was introduced into the state farms. Ac- 
cording to this system, they are paid on the basis of the 
value of the produce sold (except that in the case of division 
personnel their payment is based on gross output). How- 
ever, despite its positive sides, this system requires some 
improvement, in our opinion. For example, the scales paid 
to zootechnicians and veterinary workers depend not only 
upon the results attained in livestock farming but on those 
attained in the raising of crops where they are personally 
not involved. The same situation applies to the payment of 
agronomists and land-improvement experts. Thus, the 
scales of certain types of specialist personnel are deter- 
mined not by the scale and quality of the work they them- 
selves engage in, but by the scale of output in all branches 
of the business. As a result, personnel performing less 
complex work obtain salaries equal to and sometimes even 
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19 rubles more. Moreover, if the gross yield of milk in 
these brigades were to be compared, the difference wou 
be even greater. However, the differences in the expend, 
tures of feed and the economies related thereto were no 
reflected in the wages of the workers of the 5th division, 

The workers of the divisions, farms and brigades shot 
in our opinion, be paid bonuses for economies in direct oui 
lays, these bonuses to be calculated per unit of produce, a 
given percentage of the economy being paid to those respor 
sible for it. This would play an important role in bringi 
intra-farm cost accounting, whose purpose is reduction 6 if 
labor costs and cost of production, to life. : 

The degree to which consideration of, and material in- ' 
centive for, economy in productive outlays deserves consij 
eration is borne witness to by the following data on ce 
and cost of production in divisions of the Red Guerrilla — 
Collective Farm in Kherson Oblast in 1957. 

These data show that an evaluation of the work of divi- | 
sions of a state farm in terms of gross output alone does | 
not always reflect the skill with which the work was done,: 
In farms where intra-state farm cost accounting ig lackin 


the existence of internal resources for reduction of costs 
of production. It seems to us that the most important cau 


rial incentive for reducing the costs of production. 
KOK 


higher than those of personnel in charge of more critical 
sectors of production. If a field directed by a given spe- 
cialist functions poorly, his salary will be relatively high 
due to the good work of other departments of the state fa 
and vice versa. All this tends to create equalitarianism 
payment to labor. In order to eliminate it, the level of 
aries paid to specialist personnel must be placed in dire 
relationship to the results of the work in the branches in 
which they are engaged. This same principle has to be 
employed in the system of bonuses. However, crop and 
land-improvement experts should have a material incent 
in the establishment of a reliable fodder supply for live- 
stock raising. Therefore, the level of their salaries sho 
be determined by the value of the crops grown sold to the 
abel eat and the value of the fodder produced for live 
stock. 

The divisions (livestock units) of state farms do not — 
themselves engage in the sale of produce, and therefore 
the calculation of the scales of wages and the monetary | 
nuses to their managers and specialist personnel is bas 
upon the gross value of their agricultural produce. How 
ever, when the value of gross production is determined | 
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vision or livestock unit basis, the value of weight gain 
natural increase in livestock is calculated on its 

ined cost as approved for the state farms as a whole. This 

> of evaluation does not stimulate a reduction in the cost 
ivestock output. The planned cost of production of live- 
*k depends to a considerable degree upon the real cost 
eeds produced during the preceding year. However, the 
t of production of fodder differs sharply in various farms 
ccordance with the level of organization of the farm. 

S is also a cause of a difference in the planned cost of 
‘stock output in various farms, which is usually lower in 
ms that are functioning well, and higher in those that are 
stioning poorly. The result is that the managerial per- 
nel of the divisions and the farms have an incentive not 
‘educe but, contrariwise, to increase the cost of fodder, 
his increases the value of the gross output, and cor- 
pondingly increases the salaries of the personnel of the 
isions and the livestock units. 

- seems to us that it would be more correct, in deter- 
ling the wage scales, to evaluate the value of weight gain 
natural increase in livestock, in calculating gross out- 

of the divisions or livestock units, on the basis of the 
rage government sale prices for meat from the given 

te farm. In this situation, the calculated scales for the 
sonnel of the divisions or livestock units of the various 
te farms, working under identical conditions and having 
erent volumes of production, would be identical. 

t must be noted that the system of bonuses to managerial 
sonnel and specialists provides an inadequate stimulus 
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to reduction in cost of production. This is explained by the 
fact that the scale of bonuses for production over the plan 
is not dependent upon its cost. This may be avoided by re- 
ducing the scale of the bonuses if the plan for reduction in 
cost has not been met. 

Prior to 1957, a system was in operation under which the 
total annual bonus for managerial personnel could not be 
higher than their basic salary for eight months, whereas 
for specialist personnel six months’ total salary represented 
the bonus limit. In 1957 and 1958 there was no ceiling on 
bonuses. This not infrequently resulted in situations in 
which certain state farm executives got bonuses of tens of 
thousands of rubles, converting the bonus system from a 
supplementary source to the major source of income, and 
downgraded the role of wages. The decision taken this 
year to limit the scale of bonuses for this category of per- 
sonnel to a total not greater than six months’ salary cor- 
rected this serious shortcoming in the field of wage organ- 
ization. 

Improvement in the system of wages and of bonuses to 
personnel is of major significance not only to the state 
farms but the collective farms converting to a monetary 
system of payment to labor. It is important that the collec- 
tive farms acquire and improve upon the experience of la- 
bor payment systems in the state farms, with due considera- 
tion for the special features of collective farm production. 
This will improve the material incentive to collective farm 
personnel and encourage the development and reinforce- 
ment of the economies of the collective farms. 


SCIENTIFIC LIFE 


A. Sokolovsky: 


An Economic Conference of the In- 
dustrial Enterprises of the Kiev 
Rayon of Moscow 


The 21st Congress of the Communist Party of the Soviet 
Union has posed before party organizations the problem of 
assuring so rhythmic a pattern of operation of all enter- 
prises that government plans will be fulfilled and overful- 
filled with respect to all quantitative and qualitative indices 
from day to day and from month to month. This requires a 
more complete discovery of intra-enterprise resources and 
possibilities for increasing output with existing capacities. 
It requires a constant improvement of technology and the 
organization of production, improvement in the utilization 
of equipment, of raw materials and other materials. Econ- 
omists at the scientific level can give significant assistance 
in the fulfillment of this objective, as can persons cet 
engaged in industry. In cooperation with both these c 
gories, and at the initiative of the Kiev rayon committee of 
the Communist Party in Moscow, a rayon economic confer- 
ence was held at the end of March 1959 on the subject mat- 
ter: “Utilization of Reserves for Increasing Production so 
as to Bring About a Further Rise in Labor Productivity.” 

It was participated in by more than a thousand persons 
representing more than a hundred factories and plants: 
plant managers, innovators in production, engineering and 
technical personnel, members of Communist Labor Bri- 
gades. A group of the scientific personnel of the Economics 
Institute of the Academy of Sciences of the USSR took active 
part in the conference. 

The conference was preceded by a great deal of prepara- 
tory work. Over a three-month period, problems of im- 
proving the organization of production and utilization of 
available resources for increasing labor productivity were 
studied at a number of the largest enterprises in Kiev ray- 
on. All the papers read by these practical workers were 
prepared with the participation of the scientific personnel 


of the Economics Institute of the USSR Academy of Sciences. 


In opening the conference, the secretary of the Kiev ray- 
on committee of the CPSU, N. I. Savelov, stated that the 
21st Congress of the Communist Party of the Soviet Union 
had outlined a grandiose plan for the development of the na- 
tional economy of the USSR. Major perspectives were 
opened during the current seven-year plan before industry 
in the Kiev rayon of the capital. From 1959 to 1965, there 
is to be a 60% increase in the output of mass-produced 
items in this rayon, and this is to be accomplished without 
change in the existing industrial floor space, but merely by 
improving the technological processes and by maximum 
utilization of automation and mechanization. In this connec- 
tion, the following problem faces the personnel of industry 
in this rayon: that of setting forth those directions and 
forms of work which would permit not only fulfillment but 
overfulfillment of the objectives of the seven-year plan. 

S. A. Kheynman, senior associate of the USSR Academy 
of Sciences’ Institute of Economics, delivered the main pa- 
per at the general meeting: “Improvement in the Organi- 
zation of Industrial Production and Utilization of Resources 
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for Increased Labor Productivity.” 
The reporter examined problems of resources for im- -#) 
proving the organization of production at industrial enters - 
prises both in the fields of the fundamental and of the aUX= | 
iliary production processes. He noted that technological” 
progress in recent years was reflected to the greatest de>) 
gree in the processes of fundamental production and to aa) 
considerably lesser degree in the auxiliary and servicin 
processes, the technological foundation and organization 
which is changing considerably more slowly. The.paper 
drew attention to the great resources that could be brou 
into operation in such areas as the organization of the res) 
pair and tool divisions of enterprises, intra-plant trans~7 
port, monitoring equipment, etc. 7 
After the general session, the participants of the on- 
ference continued their work in four round tables: # 
machinery manufacture, another in chemistry, a third r 
light industry, and a fourth for the foodstuffs industry. At 
the meetings of the machinery manufacturing round tabl¥ 
the following papers were heard: “Methods of Improvingy 
the Organization of Production and Increasing Labor Pro- 
ductivity,” “Improvement of the Organization of Auxiliary 
Types of Production as a Factor in Increasing Labor Pro- 
ductivity,” “Improving the Structure of Management of Pro: 
duction.” As aresult of discussion of these papers, the 
participants in the round table took note of the fact that it 
will be necessary, in the next two or three years, to bring 
the level of automation and mechanization of production at 
machinery manufacturing enterprises up by 60-70%, and 
to develop designs that are economical both in shape and 
weight, while improving their operating characteristics. ~ 
Designs of this kind should be made with provision for em- 
ployment in their manufacture of the methods of machining 
and assembly that yield the very highest rates of output, © 
basing this on large-scale standardization, unification and 
normalization of assemblies and parts. 
The round table recommended that shaped billets and 
semi-fabricated items be employed widely in designs, and 
that the essential shapes of structural units be given to ~ 
them in the preliminary phases of production. Taking no 
of the great expenditures made for the maintenance of 
auxiliary departments and services, the participants of ft 
section recommended that their organization be improve 
by centralizing repair plants under the Moscow city eco- 
nomic council. 
The chemistry industry round table heard and discusse 
the following reports: “All-Round Mechanization of Prod 
tion, Improvement in Organization Thereof, and Increase 
in the Productivity of Labor at the Dorkhimzavod,” and 
“Problems of Organization of Auxiliary Operations.” In 
the recommendations adopted by this round table, note w 
taken of the need to develop a plan of engineering progret 
during the seven-year plan for the Dorkhimzavod with al- 
lowance for all-round mechanization not only of individua 
operations and departments, but of the plant as a whole, 
giving due attention to automation of production. 
Plastic products are being made in relatively small qu 
tities at a number of enterprises in the rayon. The rounc 
table deemed it necessary to study the question of creati 
a department or even a plant for centralized production « 
these products, particularly those needed by the televisi 
and ether plants, the pencil and brush factories, which a! 
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y making these products independently and are poorly 
zing the available equipment. It was recommended that 
this equipment that should be used for setting up the 
ementioned department or plant. 

irticipants in the light industry round table, which was 
large, heard and discussed the following reports: “Im- 
ing the Organization of Production and Increasing La- 
Productivity,” “Methods of Reducing the Costs of Pro- 
ion and of Reinforcing Cost Accounting” (based on data 
1 clothing factories). 

16 recommendations adopted on the basis of these re- 

S suggest that the State Planning Commission of the 

SR, the Moscow City Economic Council and the govern- 
t of the city of Moscow take up the question of funda- 

tal improvement of supply of spare parts both of Soviet- 
e and of imported machines for equipment now in opera- 
and also the problem of increasing the output of new 
els of machines. It is also necessary to solve the prob- 
of concentrating major and medium overhaul of equip- 
t, Specifically of sewing machines, at specialized enter- 
es, and of creating a central exchange depot for the 
hines used on a very large scale, and for fixtures in 
category. The round table suggested that a special sub- 
iry sorting warehouse be established in Moscow to sup- 
he enterprises with fabrics, furniture and other types 
aterials on the basis of advance orders as well as 

onal selection. 

was recommended that work in the specialization of 
rprises in light industry, and for further unification of 
[ll enterprises, be continued not only within the rayon 
uch but within the capital city as a whole. The Moscow 
government should solve the question of stabilizing the 
2m and speeding the approval of prices for the final 
ucts of light industry enterprises subordinate to the 

| government, and should, in particular, unify the price 
for work done in shops providing personal services to 
yopulation. 

ie food industry round table heard the following reports: 
fhods of Improving the Organization of Production and 
2asing Labor Productivity” (based on data from the 

yev Plant), and “Problems of Cost Accounting and Cost 
dustrial Production” (based on data of the Mikoyan 

-ow Refrigerator Plant). 

ie recommendations of the section note that mechaniza- 
and automation of all time-consuming processes should 
urried out in those departments where heavy manual la- 
s currently involved. The roundtable holds that elim- 
on of laborious manual jobs at grain elevators and the 
tion of normal conditions for barley storage requires 
onstruction, by 1964, of a number of silos at enter- 

2s now in existence. This will make it possible to cut 
2s and improve the quality of the produce. 

e participants in the conference suggested that the 
mmendations of the roundtable be made the basis for 
ctivity of business, Party and trade union leadership so 
‘mobilize the personnel of the enterprises of the Kiev 

n of Moscow for fulfilling the objectives of the seven- 
plan ahead of time. 


d Cukor: 


Work of the Institute of Economics 
1e Hungarian Academy of Sciences 


e Economics Institute of the Hungarian Academy of 
ces was founded at the end of 1954, Prior to its 


ies 
all 
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establishment, no independent Marxist investigation of 
problems of the Hungarian economy had been conducted, 
for all practical purposes. Therefore, the choice of sub- 
ject areas and methods of investigation was and is of ma- 
jor Significance to the personnel of the institute. In deter- 
mining the subject matter for scientific investigations, the 
most important problems before the national economy of 
the Hungarian People’s Republic are given primary atten- 
tion. And the real capacities of the institute, the knowledge 
and experience of its scientific personnel have to be taken 
into consideration. 

Usually, the research associates of the institute will work 
for some weeks upon preparation of a given theme. This 
theme is then given final acceptance only after people have 
familiarized themselves thoroughly with the material and 
discussed it. This approach to thematic material is due to 
the fact that it has sometimes been necessary to reject 
certain subjects of investigation after a month or two or* 
preparatory work because the project proved to be unreal- 
izable, for whatever reason. However, in the majority of 
cases, even the preparatory work is of value in the form of 
a scientific outline or article. 

In 1958, the five departments of the institute (general 
economics, industrial, agricultural, financial, and interna- 
tional) worked on the following problems: the improvement 
of the system of material incentives and better utilization 
of the categories of value; improvement of the planning of 
the national economy; improvement of methods of planning, 
and discovery of objective economic relationships consti- 
tuting the foundation of planning. The subject matter of 
scientific investigations included problems of the socialist 
transformation of and intensive development of Hungarian 
agriculture, a study of new phenomena in the world capi- 
talist economic system, and a critique of bourgeois and 
revisionist views on economics. Certain subject areas are 
being developed simultaneously by more than a Single divi- 
sion. This makes for a better organization of the research 
work and a multi-faceted study of the various problems. 

In order to provide a picture of the nature of the scien- 
tific research work of the institute, let us discuss some of 
these studies. One of the investigations that has been 
brought to completion deals with the incomes of workers 
and office workers from social and cultural funds. These 
are termed, arbitrarily, “indirect income.” Distribution in 
accordance with labor contributed by means of differentia- 
tion of incomes of the working personnel constitutes a 
direct material incentive. However, indirect incomes con- 
tain elements of distribution in accordance with need. 

The study under examination notes that in 1955, 48% of 
the indirect income represented public health, education, 
and similar measures. The remaining 52% related to the 
work done by the earner (low cost meals at restaurants, 
plants and institutions, free apartments or dormitory ac- 
comodations, cut-rate railway tickets). Detailed analysis 
led to the conclusion that the indirect income of the first 
group should, in the interests of socialist society, be grant- 
ed not in accordance with the labor contributed, but in ac- 
cordance with need. Certain types of indirect income were 
not only desirable but essential for the solution of certain 
problems (for example, for guaranteeing a labor supply at 
certain enterprises, etc.). The provision of certain other 
types of income in this category reflected local interests. 
Therefore, certain portions of this type of income should 
undergo further change in the future. The scale of indirect 
income varies from group to group and family to family. 
For example, it is calculated that there are 56 forints of 
indirect income for each hundred forints of wages paid. 
However, some families get 5 to 6 times as much as this, 
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and others get virtually no such income. This is natural 
when we speak of income in the first group identified above, 
but is incorrect for the portion of this type of income re- 
lating to labor performed (meals at discount, etc.). 

The fundamental investigations carried out by personnel 
of the institute in 1958 were directed toward improving the 
methods and the quality of planning of the national economy. 
The objective of these investigations was establishment of 
the objective interdependencies constituting the basis of 
planning. Last year, the subjects under discussion were 
chiefly problems of industry and agriculture, and in particu- 
lar the structure of relationships of production within the 
machinery manufacturing industry and between it and other 
industries. The study of questions pertaining to this theme 
was conducted with the assistance of a balance of depart- 
mental relationships. This year, a similar investigation 
was undertaken in the field of the iron and steel industry. 
Similar studies are being carried out in close collaboration 
with the Central Statistical Administration of the republic. 
In 1958, the CSA compiled the first complete departmental 
column-and-line balance of the social product of the Hun- 
garian national economy. In developing the data for the iron 
and steel industry, and in part for the machinery manufac- 
turing industry, for this total balance sheet, the CSA em- 
ployed the results of theoretical investigations carried out 
in this institute. 

In investigating questions of labor productivity in indus- 
try, the institute analyzed its growth and developed the most 
desirable methods of analysis for a long period for the vari- 
ous branches (the iron and steel industry, and the cotton 
textiles industry). Moreover, an effort was made to find 
convenient methods of comparing labor productivity in the 
industries of various countries and of carrying out certain 
calculations to illustrate these methods. 

A special investigation was devoted to problems of pro- 
viding technical personnel to the Hungarian economy, par- 
ticularly to factories and plants. In this connection, an 
examination was made of the dynamics of increase in the 
number of engineers and technicians in Hungary, the distri- 
bution thereof among the most important branches of the 
economy and divisions of industry, etc. The data adduced 
in this study show that the Hungarian People’s Republic, 
along with other socialist countries, has attained consider- 
able progress in the field of training engineering personnel 
not only when one makes comparison with backward capi- 
talist Hungary, but when one compares the figures to those 
for western capitalist powers. However, shortcomings in 
this field were also noted (unsatisfactory analysis and study 
of the rates of training of personnel, an inadequately elab- 
orated method of planning this training, etc.). Therefore, 
in the investigation by the institute devoted to this problem, 
there was proposed a scientifically valid method of planning 
for the more distant future (10-15 years) with consideration 
of the real needs of industry and other branches of the na- 
tional economy. The authors of the study come to the con- 
clusion that the planning of the training of specialist per- 
sonnel has to be conducted on a centralized basis, with a 
critical approach to the requirements of the various enter- 
prises for technical personnel. 

Of practical significance is the study of balances of the 
labor force carried out by the institute, and compiled for 
several periods each year with respect to various branches 
of agriculture. The balance of labor resources was studied 
separately for the various territories and provinces with 
the object of finding the best methods of utilizing the avail- 
able labor force and of introducing rational mechanization, 
of outlining a proper structure of production, etc. With 
respect to other themes, an investigation was made of the 
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dynamics of labor productivity in agriculture since 1949,) 
and the influence thereon of a number of factors, of probs 
lems of the economic efficiency of capital investments iny 
agriculture. The long-term demand for agricultural prods) 
ucts was defined, etc. 

In addition to the problems listed above, an investigation: 
is being conducted into the process of distribution and res 
distribution of the national income, founded on calculation) 
of the national income and the financial balances. A metho 
is being developed for comparing national incomes and e¢ot 
nomic development in various countries. 

The intensive development of Hungarian agriculture and; 
the socialist transformation thereof have demanded that th 
institute study the role of simple forms of cooperation and] 
systems of distribution of incomes in producers’ coopera: 
tives. In a study titled: “An Economic Analysis of the Ac 
tivity of the Machine and Tractor Stations During the Lag 
Five-Year Plan,” the economic efficiency of the Machine 
and Tractor Stations was examined on the basis of a study) 
of the expenses of production of all the Machine and Trae: 
tor Stations in Hungary. Expenditures for particulag type 
of work done by machine were investigated, etc. Ibis © 
connection it was established that despite major matégial 
outlays, the development of the Machine and Tractor 
tions lagged behind the growth of the cooperative mover 
in the countryside. 4 

The investigation also shows that mechanization of pro 
ducers’ cooperatives by their own efforts would be more” 
profitable. However, Hungarian agriculture is still in neé 
of major socialist transformations, for the most part. 
der these conditions, the Machine and Tractor Stations ar 
necessary. At the same time, there are, in the republic 
producers’ cooperatives for whom it is more profitable t 
have their own fleets of agricultural machines. This mu 
of course, be taken into consideration in the further deve 
opment of agricultural cooperatives in Hungary. 

In order to shed light upon the practical possibilities 
the application of mathematical methods in the economy, { 
deter mination of the optimal program for transportation 
sugar beet and distribution of sugar production among the 
various mills was undertaken. This study was carried 0 
by means of linear programming and other mathematical 
methods. The calculations took into consideration expen 
tures upon transport, various productive expenditures of 
individual sugar mills, as well as losses of sugar in the 
beet when beets are stored under different kinds of condi 
tions. : 

Several studies to be carried out in 1959 are devoted t 
an investigation of new phenomena in the world capitalis 
economy and to a critique of contemporary bourgeois an 
revisionist theories. Thus, one of the studies is devoted 
the interrelation between the North American and West 
European cycles of economic development, and another t 
critique of Keynesianism from the viewpoint of Marxism 
Leninism. The plan of work to be done by the institute i 
1959 includes the same fundamental problems that were 
investigated during the preceding year. A portion of the 
themes is being carried over from 1958 to 1959. New al 
important in the plan for the current year is the effort é 
pressed therein by the institute’s personnel to give real 
assistance to the State Planning Commission in the solu 
of practical and theoretical problems of long-range plan 
ning for the next 15 years. 

Certain new themes are intimately related to work pr‘ 
viously done. Thus, an investigation of the volume of co! 
sumption of industrial commodities to be expected over 
15-year period is intimately related to a study perform 
on the system of retail prices. Determination of the — 


a 
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tion to be followed in price policy that would spur an 

n in agricultural production during the next 15 years 
sed on an investigation of the profitability of production 
‘ious types of agricultural produce, Underlying studies 
ig-range planning of the living standard od the popula- 
n People’s Hungary are investigations related to de- 
mation of the influence of indirect incomes of the 

ing people upon their budget. 

xrder to bring about more rapid employment of the 

ts of its scientific investigations in practical work, 
stitute is placing some of its studies at the disposal 

> interested government agencies prior to pub- 

on. A large portion of its work is published in 
nnual, and in the form of monographs. Thus the 
ving books were published in 1958: Limits 

curacy in Determining the Profits of Enterprises by 

[o Lukacs and Marton Sagi; The Inflation of 1945-1946 
tabilization by Sandor Aus. The following works are 
separation for the press: Problems of the Market Un- 
‘apitalism and International Economic Equilibrium by 
Henzel, The Role and Special Features of State Capi- 
n in the Economic Development of Backward Countries 
srenc Molnar, and An Analysis of the Economic Func- 
ig of Machine and Tractor Stations by Zoltan Kelemen. 
e institute’s publication, the magazine Economic Re- 
publishes articles illuminating the results of various 
tific investigations. Some of these are of narrow de- 
aental interest. Therefore, at the beginning of this 

the institute proceeded to publish a specialized series 
ulletins of the Institute of Economics,” in which 
es of this kind are printed in small editions. This se- 
contains, for example, Ferenc Vag’s study: “The 
int of Money in Circulation and the Monetary Resources 
> Population.” At the present time, a study titled: “The 
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Requirement for and the Supply of Engineers and Techni- 
cians in Hungary” by Derd Cukor and Janos Timar, is be- 
ing readied for the printers. 

The scientific council of the institute plays an important 
role in the organization and guidance of this research. At 
the meetings of this council discussions take place both of 
the plans of investigations to be carried out, and of studies 
performed, as well as of questions of the organizational 
and scientific research work of the institute. Leaders of 
the party and of government agencies, professors and other 
economic specialists are members of the council. Discus- 
sion of studies in progress, at the meetings of the Scientif- 
ic Council, assists in improving the theoretical level and 
practical value of those works for the future. 

Personnel of the State Planning Commission, of the min- 
istries dealing with economic affairs, of the CSA, and of 
other organizations and enterprises participate regularly in 
the meetings in the departments of the institute. The insti- 
tute involves collaborators not on its staff, as well as spe- 
cialists having practical experience in its scientific re- 
search work. Some personnel of the institute participate in 
the work of working commissions of the government, for 
example, in the Hungarian groups of the sectors of the Coun- 
cil of Mutual Economic Assistance. The institute is collab- 
orating with other scientific research and educational in- 
stitutions. It is particularly intimately involved with the 
Karl Marx University of Economics. 

An important objective of the institute in the present 
year is a study of the problems of economic collaboration 
of the socialist countries, and definition of Hungary’s role 
in the international socialist division of labor. Realization 
of this study was greatly assisted by the conference of rep- 
resentatives of Institutes of Economics of the socialist 
countries held in December 1958 in Prague. 
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medium stations could fulfill a secondary yet important 
role in increasing the electric power resources. 

The building of.small and medium stations in the country- 
side has considerable importance in helping to solve the 
task of gaining maximum time in the economic competition 
of our country with capitalist lands. It should be noted that 
the Gidrosel’electro devotes insufficient attention to ther- 
mal electric stations in the countryside. According to its 
calculations in Soviet agriculture it is necessary to put into 
operation 9 million kw. new power capacity: 6.6 million kw. 
by means of linking up with the industrial electric system, 
and 2 million kw. by building hydroelectric stations and 
only about 400,000 kw. through thermal stations. This pro- 
portion needs to be changed by increasing the specific 
weight of the thermal stations. It should be noted that the 
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(7) Ibid., p. 47. 

(8) L. Kelso, M. Adler, The Capitalist Manifesto, New 
York, 1958. 

(9) Cited in the handbook “Revisionism — the Main Danger,” 
Gospolitizdat, 1958, p. 238. 

(10) Ibid., p. 237. 

(11) “Nasha stvarnost,” 1957, no. 3 (our emphasis-A. K.). 

(12) Ibid., 1958, no. 5. 

(13) V. I. Lenin, Collected Works, Vol. 32, pp. 62-63. 

(14) Cited in an article by comrade Li Li-san (“Tsin-tsi 
Yan-tsu,” 1958, no. 8). 
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ber thereof accurately. In any case, they did not constitute . 


more than half the total of electric motors. (Census of 
Manufactures, 1954. Bulletin M-36-A p. 22). 

(23) Census of Manufactures, 1954, Vol. Il. Bulletin 
MC-35A p. 16; Facts for Industry. 

(24) Annual Survey of Manufactures, 1956, p. 100. 
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proportion of power to be taken from connections with induss= 
trial circuits and building hydropower and thermal power sig- 
tions will vary considerably in different zones and regions,” 

Our land has all possibilities to build and put into operas 
tion in the future all the capacity needed for the full electy! 
fication of agriculture. It is necessary to use all means f{ 
stimulate the initiative of the collective and state farms 
Tractor Repair Stations and other enterprises in the c 
tryside, in the job of building electric stations. It is ne 
sary to substantially enlarge the production of machiner 
and equipment for building small and medium electric | 
tions. The advance of electrification in agriculture gives ~ 
the possibility of more rapidly fulfilling the great task sé 
by the 21st Congress of the Communist Party, Soviet Union 
for agricultural progress in our country. 


(15) This conclusion could also be corroborated % 
ysis of social relations in the FPRY and the results of 
development of the Yugoslav economy during the last tem 

(16) M. Djilas, The New Class, New York, 1957, pp. 

(17) L. Kelso, M. Adler, op. cit. se LU oe 

(18) “Der Monat, # February T958. 

(19) H. Marcus, Soviet Marxism: A Critical Analysis, Ne 
Yorks T9580. Ol. oo ag 6 he en 

(20) V. I. Lenin, Collected Works, Vol. 27, p. 213. 

(21) Ibid., p. 185. 


(25) Ibid., pp. 182-187. 
(26) Not including electrical and transportation machill 
ery manufacture and excluding production of refrigerato 
and machine parts. The branches of industry consideret 
the table embrace 863,000 workers and produce $16,100, 
000 of products. 
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